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DEPARTMENT  OF  DEFENSE  APPROPRIATIONS 

FOR  1994 


Thursday,  April  29, 1993. 
MEDICAL  PROGRAMS— OVERVIEW 

WITNESSES 

DR,  EDWARD  D.  MARTIN,  ACTING  ASSISTANT  SECRETARY  OF  DEFENSE 
FOR  HEALTH  AFFAIRS.  DEPARTMENT  OF  DEFENSE 

LT.  GEN.  ALCIDE  M.  LANOUE,  SURGEON  GENERAL,  U.S.  ARMY 

VICE  ADM.  DONALD  F.  HAGEN,  SURGEON  GENERAL,  U.S.  NAVY 

LT.  GEN.  ALEXANDER  M.  SLOAN,  SURGEON  GENERAL,  U.S.  AIR  FORCE 

Introduction 

Mr.  MuRTHA.  The  Committee  will  come  to  order.  Today's  hearing 
will  be  on  the  Department's  military  health  care  program  which  is 
projected  to  cost  over  $15  billion  for  fiscal  year  1994.  This  Commit- 
tee has  closely  monitored  the  costs  of  health  care  in  the  past  be- 
cause of  the  importance  of  this  benefit  to  our  troops,  their  depend- 
ents, and  retirees.  This  Committee  will  continue  to  ensure  that  nei- 
ther benefits,  quality,  nor  access  are  reduced,  and  that  a  cost-effi- 
cient program  is  provided. 

We  welcome  this  morning  Dr.  EMward  D.  Martin,  the  Acting  As- 
sistant Secretary  of  Defense  for  Health  Affairs.  We  are  also  pleased 
to  welcome  the  Services'  three  Surgeons  General:  Lieutenant  Gen- 
eral Sid  LaNoue  (U.S.  Army),  Vice  Admiral  Don  Hagen  (U.S. 
Navy),  and  Lieutenant  General  Rusty  Sloan  (U.S.  Air  Force). 

Dr.  Martin,  we  have  had  our  differences  in  the  past  with  your 
predecessor,  but  we  have  always  worked  hard  trying  to  increase 
the  effectiveness  of  the  medical  services  in  the  military.  I  don't 
think  any  Committee  has  spent  more  time  in  trying  to  make  sure 
that  we  take  care  of  the  people  out  in  the  field.  'This  goes  back  to  a 
number  of  years  ago  when  I  visited  the  Mediterranean  and  the 
troops  there  weren't  worried  about  the  hazardous  duty — they  were 
worried  about  their  spouses  and  CHAMPUS  costs  being  taken  care 
of. 

We  were  pushing  health  care  over  to  CHAMPUS  rather  than 
taking  care  of  people  and  it  was  costing  a  lot  more  money.  We  are 
beginning  to  see  the  same  concerns.  The  medical  care  for  the  serv- 
ices amounts  to  almost  $16  billion,  when  you  include  personnel 
costs. 

We  know  there  has  been  a  cut,  a  suggested  cut  in  fiscal  year 
1994,  and  we  don't  think  there  is  anything  more  important  to  the 
morale  of  the  troops  than  good  medical  care. 

(1) 


I  would  hope  we  can  address  the  direction  we  are  going.  I  re- 
member we  only  had  two  intensive  care  units  operating  at  Bethes- 
da  Medical  Center,  and  some  of  the  people  were  going  to  Walter 
Reed,  but  as  a  whole,  they  were  going  to  CHAMPUS  and  it  was 
costing  a  lot  more. 

We  have  had  a  couple  of  very  successful  programs,  the  CHAM- 
PUS  Reform  Initiative  and  programs  like  that. 

I  went  down  to  Norfolk  a  couple  of  years  ago  and  listened  to  the 
spouses  of  troops  deployed  in  Operation  Desert  Storm.  They  were 
concerned  about  the  ability  to  have  access  to  medical  care  in  the 
Norfolk  area. 

I  went  to  Camp  Lejeune  not  long  ago,  and  afterward  I  called  Ad- 
miral Kelso  and  told  him  that  it  was  still  taking  hours  to  receive 
care  because  of  some  confusion  between  the  appointment  facility 
and  the  overloaded  medical  clinic.  I  hope  we  have  gotten  that  situ- 
ation down  to  a  reasonable  period  where  people  don't  have  to  wait 
so  long. 

If  you  would  put  your  entire  statement  in  the  record  and  summa- 
rize it  for  me  and  then  we  will  get  right  to  the  questions. 

Summary  Statement  of  Dr.  Martin 

Dr.  Martin.  Yes,  sir. 

Mr.  Chairman,  I  would  like  to  introduce  to  you  the  Surgeons 
General  of  the  military  departments:  Lieutenant  General  Alcide 
Lanoue,  United  States  Army;  Vice  Admiral  Donald  F.  Hagen, 
United  States  Navy;  and  Lieutenant  General  Rusty  Sloan,  United 
States  Air  Force. 

I  will  submit  my  complete  statement  for  the  record  and  summa- 
rize it  for  you  now. 

Military  medicine  is  grappling  with  a  number  of  convergent  in- 
terests which  carry  significant  importance  for  the  future.  National 
security  objectives  are  being  rewritten,  the  defense  structure,  man- 
power and  budgets  are  being  reduced,  roles  and  missions  of  the 
Armed  Services  are  being  reevaluated,  and  the  White  House  Task 
Force  on  Health  Care  Reform  soon  will  release  its  recommenda- 
tions for  the  country. 

Each  of  these  activities  impact  upon  the  missions  of  military 
medicine;  missions  of  combat  casualty  care  and  every  day  health 
care  delivery. 

It  is  the  many  programs  and  initiatives  of  the  Military  Health 
Services  System  that  afford  us  the  knowledge,  skills,  training, 
equipment  and  experience  to  effectively  carry  out  these  missions. 

The  Department's  medical  portion  of  the  President's  fiscal  year 
1994  budget  approximates  $15.3  billion,  or  6  percent.  Of  this 
amount,  $9.4  billion  comprises  the  Defense  Health  Program  (DHP) 
appropriation,  which  funds  medical  operation  and  maintenance,  in- 
cluding CHAMPUS,  at  $9.1  billion,  and  procurement  at  $273  mil- 
lion. 

DEFENSE  MEDICAL  PROGRAM 

This  fiscal  year  1994  DHP  appropriation  of  $9.4  billion  includes 
inflationary  price  growth  of  4.6  percent  that  is  offset  by  aggregate 


program  reductions  of  6.9  percent.  The  net  effect  is  a  2.4  percent 
funding  reduction  from  the  fiscal  year  1993  level. 

Through  an  aggressive  set  of  management  initiatives,  a  signifi- 
cant portion  of  the  purchasing  power  decline  can  be  offset. 

These  initiatives  include:  Capitation-based  resources  allocation; 
standardized  drug  formularies;  reduced  inpatient  operations  of 
small  hospitals;  reduced  emergency  room  operations;  consolidated 
graduate  medical  education;  limited  dental  care;  and  specialized 
treatment  services. 

The  CHAMPUS  portion  of  the  fiscal  year  1994  budget  submission 
reflects  a  fully  funded  program  of  $3.9  billion  This  represents  a  10 
percent  increase  over  the  fiscal  year  1993  amount  for  CHAMPUS, 
which  was  $3.5  billion.  The  fiscal  year  1992  CHAMPUS  costs  re- 
mained within  appropriated  funds;  and,  from  this  experience,  we 
are  confident  fiscal  year  1993  costs  will  as  well. 

We  continue  to  refine  our  managed  care  policies  and  guidance. 
Demonstrations,  particularly  the  CHAMPUS  Reform  Initiative  and 
Catchment  Area  Management,  have  taught  us  about  workable 
managed  care  structures  in  the  environment  of  military  medicine. 
Demonstrations  spanning  several  years  give  rise  to  suggestions 
from  beneficiaries  and  providers  alike.  We  are  listening  to  them, 
and  to  the  feedback  offered  from  Members  of  Congress,  the  mili- 
tary coalition,  and  professional  health  care  associations. 

It  is  these  lessons  and  suggestions  that  formulate  the  full  evalua- 
tion of  our  demonstrations,  and  allow  us  to  make  mid-course  cor- 
rections in  design  and  structure.  We  are  crafting  them  into  defini- 
tive policy  guidelines;  guidelines  aimed  at  developing  more  ac- 
countability in  the  Military  Health  Services  System. 

Significant  points  drawn  from  the  experiences  of  these  demon- 
strations are: 

One,  the  necessity  for  primary  care  providers  to  take  responsibil- 
ity for  a  patient's  health  care,  including  referral  and  follow-up; 

Two,  the  full  involvement  of  military  hospital  commanders  in 
the  care  provided  to  their  service  area  beneficiaries; 

Three,  the  beneficiary  population  must  be  sufficient  to  support  a 
managed  care,  triple  option  network; 

Four,  the  network  management  responsibility  needs  to  be  local, 
within  the  network  region;  and. 

Five,  the  contracting  process  must  be  competitive  for  at-risk  con- 
tract support. 

A  prime  example  of  the  steps  we  have  taken  toward  incorporat- 
ing these  factors  into  our  managed  care  initiatives  is  identification 
of  overlapping  catchment  areas  as  initial  military  medical  regions. 

In  January  1993,  we  designated  12  military  medical  centers  as 
lead  agents  for  regional  service  areas.  Under  this  concept,  the  des- 
ignated centers  will  have  increased  responsibility  and  accountabil- 
ity. They  will  manage  health  care  of  the  region,  coordinate  plan- 
ning, build  integrated  health  care  networks,  and  serve  as  referral 
centers  for  a  broad  system  of  care  within  the  geographic  region. 

We  are  building  quality  into  our  processes  through  contract  re- 
quirements for  network  providers,  expanded  oversight  of  the  qual- 
ity and  appropriateness  of  CHAMPUS  care,  clinical  practice  guide- 
line development,  streamlining  quality  management  requirements 
to  avoid  redundancy,  and  integrating  specific  goals  of  health  pro- 


motion  into  our  overall  plan  to  improve  the  health  status  of  our 
beneficiary  population  over  time. 

We  have  in  place  quality  management  mechanisms  to  assess  sys- 
tems strengths  and  weaknesses  in  military  medical  facilities  as 
well  as  through  CHAMPUS.  These  assessments  position  us  to 
maximize  our  accountability  for  both  clinical  and  financial  out- 
comes. 

DEFENSE  HEALTH  INITIATIVES 

We  have  responded  to  congressional  concerns  about  the  level  of 
administrative  expertise  possessed  by  commanders  of  military  hos- 
pitals. New  directions  have  been  issued  to  the  military  services  for 
selection  of  commanders. 

To  achieve  increased  efficiency  and  to  reduce  the  rate  of  growth 
in  medical  costs,  we  will  allocate  resources  through  a  modified 
capitation  system,  accounting  for  unique  military  medical  func- 
tions. 

A  capitated  allocation  system  encourages  provision  of  care  in  the 
most  cost-effective  setting,  effective  delivery  of  each  episode  of  care, 
and  careful  monitoring  of  the  volume  of  provided  services.  Capita- 
tion discourages  inappropriate  admissions,  excessive  lengths  of 
stay,  and  unnecessary  services. 

The  capitation-based  methodology  will  be  used  in  fiscal  year  1994 
to  resource  the  military  services;  and  using  a  service-specific  meth- 
odology, the  services  will  reallocate  to  their  medical  treatment  fa- 
cilities (MTF). 

Military  hospital  commanders  make  management  decisions  that 
affect  the  volume  of  health  services  provided,  the  referral  of  pa- 
tients, and  the  treatment  patterns  within  their  facilities. 

To  make  the  best  decisions,  commanders  must  have  feedback  on 
their  performance  outcomes.  We  are  developing  measures  of  cost, 
quality  and  access  outcomes  within  each  of  the  three  performance 
areas-volume  of  health  services,  referral  between  military  medical 
facilities  and  civilian  sources  of  care,  and  treatment  patterns. 

The  Military  Health  Services  System  is  changing  its  logistics 
business  practices,  reducing  inventory  and  improving  efficiency. 
Among  the  major  initiatives  contributing  to  these  endeavors  are 
electronic  commerce  and  use  of  prime  vendors. 

Improving  the  health  status  of  our  beneficiaries  starts  with  refin- 
ing health  benefits  to  include  health  promotion,  disease  prevention 
and  appropriate  treatment.  Toward  this  end,  we  have  selected  45  of 
the  383  Healthy  People  2000  national  objectives  as  our  priorities. 

A  health  promotion  effort  of  special  interest  to  this  committee 
now  being  implemented  is  the  blood-lead  screening  program  for 
children.  We  are  routinely  screening  blood-lead  levels  for  children 
seen  at  the  12-month  well-baby  check-up. 

Additionally,  we  are  administering  a  questionnaire  for  all  chil- 
dren under  age  six  who  come  in  for  any  form  of  health  care.  A 
child  scoring  in  the  high-risk  range  will  be  referred  for  testing  of 
blood-lead  levels. 

In  the  last  year,  we  targeted  women's  health  issues  and  directed 
several  new  policies  to  improve  the  quality  of  care  for  our  women 
patients. 


Beginning  this  fiscal  year,  the  Department  will  conduct  a  mail 
service  pharmacy  demonstration  in  Hawaii  and  in  the  States  of 
Florida,  Georgia  and  South  Carolina  as  one  region,  and  Delaware, 
New  Jersey  and  Pennsylvania  as  a  second  region.  Also,  we  will  in- 
clude establishment  of  retail  pharmacy  networks  in  managed  care 
programs  initiated,  awarded  or  renewed  beginning  this  year. 

Concurrent  with  our  efforts  to  chart  a  new,  managed  care  direc- 
tion for  military  medicine,  we  have  had  to  retain  system  flexibility 
to  incorporate  unique  program  requirements.  One  such  require- 
ment is  planning  the  continuity  of  care  in  Base  Realignment  and 
Closure  sites. 

We  have  put  considerable  effort  into  this  planning.  The  military 
departments  are  developing  interim  transition  medical  plans  for 
each  closure  site. 

We  have  convened  a  joint  service  working  group  to  provide  for  a 
consistent  and  integrated  approach  at  closure  sites;  and  this  year  a 
beneficiary  representative  has  joined  the  group.  Working  group 
members  will  make  site  visits  to  gain  specific  geographic  and  demo- 
graphic insight  for  each  location. 

CHAMPUS  beneficiaries  at  closure  sites  in  California  and 
Hawaii  benefit  from  the  health  care  options  developed  under  the 
CHAMPUS  Reform  Initiative.  Those  living  in  the  States  of  Florida 
and  Alabama  may  continue  to  use  the  preferred  provider  networks 
established  by  the  Southeast  Region  Fiscal  Intermediary  contract. 

HEALTH  PROGRAMS  IN  BRAC  SITES 

In  the  19-State  northern  fiscal  intermediary  region,  a  new  con- 
tract will  be  awarded  this  summer,  calling  for  development  and  im- 
plementation of  preferred  provider  networks  in  the  Delaware 
Valley  and  at  all  base  closure  sites  in  that  region.  A  similar  fiscal 
intermediary  contract  will  be  awarded  later  this  year  for  the  Mid- 
Atlantic  region. 

CHAMPUS  beneficiaries  affected  by  hospital  closures  at  Berg- 
strom,  Carswell  and  England  Air  Force  Bases  in  Texas  and  Louisi- 
ana, were  of  particular  concern  to  members  of  this  committee. 
These  beneficiaries  will  have  access  to  a  triple  option  package  simi- 
lar to  the  one  now  available  to  beneficiaries  in  the  New  Orleans 
area.  The  New  Orleans  contractor  has  been  asked  to  expand  oper- 
ations, with  some  structure  and  cost-share  modifications,  to  these 
three  locations  effective  May  1  of  this  year. 

Because  these  are  CHAMPUS  programs,  access  to  them  is  limit- 
ed to  CHAMPUS-eligible  beneficiaries.  In  BRAC  locations,  there 
are  a  number  of  military  beneficiaries  who  are  Medicare,  not 
CHAMPUS,  eligible. 

Recognizing  this,  the  Department  has  undertaken  a  joint  market- 
ing effort  with  the  Health  Care  Financing  Administration  to 
inform  our  Medicare-eligible  beneficiaries  of  the  HCFA  health 
maintenance  organization  plans  available  in  their  geographic 
areas. 

Under  new  legislative  authority,  our  medicare-eligible  benefici- 
aries residing  in  service  areas  affected  by  BRAC,  may  avail  them- 
selves of  the  two  new  pharmacy  programs  as  they  are  implement- 
ed. The  new  programs  are  the  mail  service  pharmacy  demonstra- 


tion  in  selected  States,  and  the  retail  pharmacy  networks  to  be  es- 
tablished in  conjunction  with  our  managed  care  programs. 

Requirements  for  military  medicine's  abilities  to  rapidly  trans- 
port functional  medical  capability,  to  command  resources,  and  to 
intricately  plan  and  execute  medical  operations  in  the  face  of  dev- 
astation and  destruction  continue  to  expand  beyond  our  "wartime" 
response  role.  In  the  past  year,  these  capabilities  have  led  to  great- 
er involvement  in  disaster  relief,  humanitarian  assistance,  and 
peacekeeping  operations.  Disaster  assistance  for  victims  of  Hurri- 
cane Andrew,  peacekeeping  force  support  in  Bosnia,  and  humani- 
tarian assistance  in  Somalia  are  recent  and  current  examples  of 
these  involvements. 

Military  medical  support  for  our  Nation's  national  security  objec- 
tives has  always  been  rapidly  responsive  and  uniquely  capable. 

We  are  steering  military  medicine  toward  accountable,  integrat- 
ed management  for  the  delivery  of  high-quality,  cost-effective 
health  care  to  as  many  of  our  beneficiaries  as  possible.  It  is  a 
course  that  will  enable  the  Military  Health  Services  System  to 
pursue  its  missions  of  readiness  and  everyday  health  care  delivery 
in  the  face  of  tomorrow's  challenges. 

Thank  you,  Mr.  Chairman. 

[The  statement  of  Dr.  Martin  follows:] 
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INTRODUCTION 


Mr.  Chairman,  Distinguished  Members  of  the  Committee,  thank 
you  for  this  opportunity  to  review  with  you  the  initiatives  and 
programs  under  way  within  the  Military  Health  Services  Systen. 
Vour  thoughtful  guidance  and  willing  support  have  substantially 
assisted  us  in  shaping  our  delivery  systems  and  in  designing  the 
health  benefits  we  are  able  to  provide. 

Just  now,  military  medicine  is  grappling  with  a  number  of 
convergent  interests  which  carry  significant  importance  for  the 
future.   National  security  objectives  are  being  rewritten,  the 
Defense  structure,  manpower  and  budgets  are  being  reduced,  roles 
and  missions  of  the  Armed  Services  are  being  reevaluated,  and  the 
White  House  Task  Force  on  Health  Care  Reform  soon  will  release 
its  recommendations  for  the  country. 

Each  of  thes«  activities  impact  upon  the  missions  of  military 
medicine;  the  primary  mission  being  one  of  readiness.   Military 
medicine  must  be  prepared  to  support  the  members  of  the  Armed 
Forces  through  prevention  of  disease  and  injury  and  through 
caring  for  those  who  become  ill  or  wounded.   Military  medicine 
must  be  capable  of  conducting  this  readiness  mission  anywhere  in 
the  world,  in  any  scenario.   This  readiness  mission  demands 
creative  synergy  among  the  components  of  military  medicine. 


*  Ve   must  continue  to  develop  military  expertise  of  medical 
personnel  to  ensure  a  qualified  medical  force  capable  of  being 
rapidly  deployed  to  support  U.  S.  combat  forces. 

*  We  must  maintain  state-of-the-art  equipment  that  affords 
mobility  and  flexibility  of  operation  for  our  medical  personnel, 
allowing  for  all  climates  and  conditions,  anywhere  in  the  world. 

*  We  must  retain  cutting-edge  technological  advancement 
through  medical  research  and  development  programs  to  ensure 
protection  of  service  members  wherever  and  however  they  are 
called  to  serve. 

The  everyday  mission  of  military  medicine  is  one  of 
delivering  health  care  to  8.2  million  eligible  beneficiaries, 
located  throughout  the  world.   It  is  this  mission  that  affords 
our  medical  personnel  the  experience  to  maintain  their 
professional  expertise  and  skill.   It  is  this  mission  that  we 
have  struggled  to  continue  in  face  of  resource  reductions  and 
spiralling  health  care  costs.   It  is  this  mission  that  compels 
the  Department  to  discover  more  effective  ways  to  operate  the 
Military  Health  Services  System.   And,  it  is  this  mission  that 
will  bear  the  greatest  impact  deriving  from  the  White  House  Task 
Force  efforts. 
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THE  FY  94  POD  MEDICAL  BUDGET 

The  Department's  medical  portion  of  the  President's  FY  94 
Budget  approximates  $15.3  billion  (6  percent).   Of  this  amount, 
$9.4  billion  comprises  the  Defense  Health  Program  (DHP) 
appropriation,  which  funds  medical  operation  and  maintenance 
(including  CHAMPUS)  at  $9.1  billion,  and  procurement  at  $273 
million.   Medical  military  construction  funding  of  $739  million 
is  in  a  separate  appropriation,  but  continues  under  medical 
direction  and  control. 

The  FY  94  Defense  Health  Program  provides  resources  for  the 
health  care  needs  of  as  many  of  our  8.2  million  eligible 
beneficiaries  as  possible.   Care  is  delivered  worldwide  in  140 
hospitals  and  551  clinics  and  also  is  purchased  from  the  civilian 
sector  through  the  CHAMPUS  program  and  the  Uniformed  Services 
Treatment  Facilities  (USTFs) .   The  budget  is  developed  based  on 
health  needs  of  projected  beneficiaries,  anticipated  changes  in 
force  structure,  and  programmed  base  closures  and  realignments. 

In  FY  93,  $9.3  billion  was  appropriated  to  the  Defense  Health 
Program  Appropriation  for  the  medical  program.   An  anticipated  FY 
93  reprogramming  of  $295  million  will  correct  a  shortfall  in  the 
transfer  of  resources  from  the  Air  Force  and  Navy  at  the  time  of 
the  Defense  Health  Program  consolidation.   The  FY  94  O&M  medical 
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program  of  $9.1  billion  reflects  a  decrease  of  $205  million,  or 
2.2  percent  less  than  the  FY  93  current  estimate,  including  the 
$295  million  anticipated  reprogramming.   Considering  both  O&M  and 
procurement,  the  total  real  program  decline  is  2.4  percent,  which 
includes  inflationary  price  growth  of  4.67  percent. 

An  aggressive  set  of  management  initiatives  is  underway  to 
reduce  or  contain  health  care  costs.   Some  of  these  are: 
capitation-based  resources  allocation,  standardized  drug 
formularies,  reduced  inpatient  operations  of  small  hospitals, 
reduced  emergency  room  operations,  consolidated  graduate  medical 
education,  limited  dental  care,  and  specialized  treatment 
services.   Through  these  measures,  and  other  resource  management 
reforms,  a  significant  portion  of  the  purchasing  power  decline 
can  be  offset. 

However,  the  Defense  Health  Program  is  an  entitlement 
program,  and  is  driven  by  the  requirements  of  the  eligible 
beneficiary  population. 

The  CHAMPUS  portion  of  the  FY  94  budget  submission  reflects  a 
fully  funded  program  of  $3.9  billion.   This  represents  a  10 
percent  increase  over  the  FY  9  3  amount  for  CHAMPUS,  which  was 
$3.5  billion.   The  amount  requested  is  primarily  based  on  the 
CHAMPUS  Actuarial  Projection  Systems  (CAPS)  model  forecast  for 
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the  CHAMPUS  benefit  program,  estimates  for  contracts  and 
demonstration  projects,  and  adjustments  for  known  program 
changes.   The  FY  92  CHAMPUS  costs  remained  within  appropriated 
funds;  and,  from  this  experience,  we  are  confident  FY  93  costs 
will  as  well. 

In  addition  to  health  care  delivery,  the  Defense  Health 
Program  supports  the  FY  94  requirements  of  three  field  activities: 

*  the  Defense  Medical  Program  Activity  (DMPA) 

*  the  Office  of  CHAMPUS  (OCHAMPUS) 

*  the  Uniformed  Services  University  of  the  Health  Sciences 
(USUHS) . 

The  $273  million  in  the  medical  procurement  account  is  to 
fund  the  purchase  of  capital  equipment  for  medical  treatment 
facilities  as  well  as  other  equipment  requirements.   Examples 
include  initial  outfitting  of  new,  expanded  or  altered  health 
care  facilities  being  constructed  under  major  construction 
programs;  equipment  for  modernization  and  replacement  of 
worn-out,  obsolete,  or  uneconomically  reparable  items; 
information  processing  requirements  and  equipment  supporting 
pollution  control,  clinical  investigation,  and  occupational  and 
environmental  health  programs. 

Funding  for  medical  military  personnel,  reserve  component 
personnel,  medical  research  and  development  programs  and  certain 
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management  headquarters  are  included  in  the  budgets  of  the 
military  departments  and  are  not  part  of  the  consolidated  Defense 
Health  Program  budget.   In  addition,  the  military  services' 
medical  readiness  programs  are  not  integrated  in  the  consolidated 
Defense  Health  Program  budget.   Rather,  the  services  retain 
programming  and  budgeting  responsibilities  to  ensure  sufficient 
medical  readiness  is  integrated  with  other  combat  service  support. 

PROGRAM  ACCOMPLISHMENTS 

Our  efforts  last  year  were  highlighted  by  accomplishments 
focused  on  achieving  the  primary  missions  of  military  medicine 
and  preparing  the  Military  Health  Services  System  for  the 
challenges  in  the  decade  ahead.   At  each  step  in  our  progress, 
this  Committee  has  maintained  active  interest  and  offered 
constructive  guidance.   I  believe  our  efforts  are  in  keeping  with 
the  spirit  and  intent  of  your  direction.   My  testimony  today  will 
address  our  accomplishments  in  terms  of  programs  and  systems, 
benefits,  unique  programs,  and  operational  missions. 

*   Moving  the  Military  Health  Services  System  toward  a  more 
managed  system  of  care  has  caused  us  to  scrutinize  the  entire 
military  health  care  operation.   In  so  doing,  many  processes  and 
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programs  have  been  updated  and  refined,  others  have  been 
introduced.   Each  change  contributes  to  making  the  Military 
Health  Services  System  a  more  accountable  system  of  health  care 
delivery. 

*  The  fundamental  goal  of  the  Military  Health  Services 
System  is  to  improve  the  health  status  of  our  beneficiaries  over 
time.   To  achieve  that,  we  must  take  a. long  term  view  of  our 
beneficiaries'  health  needs  and  emphasize  disease  prevention  and 
health  promotion.   This  shift  in  perspective  has  command  support 
and  is  gaining  visibility  in  programs  and  benefits  being 
introduced. 

*  Among  the  health  care  programs  operating  within  the 
Military  Health  Services  System  are  two  which  are  unique:   health 
care  planning  for  residual  populations  in  the  Base  Realignment 
and  Closure  sites;  and  the  managed  care  program  for  Uniformed 
Services  Treatment  Facilities.   These  programs  are  specifically 
designed  to  manage  the  care  for  groups  of  our  beneficiaries  who 
do  not  have  ready  access  to  military  hospitals. 

*  The  roles  and  missions  of  the  U.  S.  Armed  Forces  are  under 
review.   And,  as  this  occurs,  participation  of  military  medicine 
in  operational  roles  such  as  disaster  relief,  humanitarian 
assistance  and  peacekeeping  operations  is  increasing. 
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MILITARY  HEALTH  SERVICES  SYSTEM  INITIATIVES  AND  ENHANCEMENTS 

Managed  Health  Care  Delivery 

During  the  year,  we  continued  to  refine  coordinated  care 
policies  and  guidance  sent  to  the  military  services  early  last 
year.   In  January,  1993,  we  designated  ten  military  medical 
centers  as  Lead  Agents  for  overlapping  catchment  areas.   Under 
this  lead  agent  concept,  an  increasing  amount  of  responsibility 
and  accountability  will  be  placed  with  the  designated  centers. 
Among  their  responsibilities,  lead  agents  will  manage  health  care 
for  the  region,  coordinate  planning,  build  integrated  health  care 
networks,  and  serve  as  the  referral  center  for  a  broad  system  of 
care  within  the  geographic  region. 

Our  design  work  continues  on  coordinated  care  features  most 
visible  to  beneficiaries,  specifically  enrollment  and 
cost-sharing.   In  that  regard,  we  received  direction  from  the 
Congress  last  year  to  offer,  in  specific  locations,  a  health 
benefit  similar  to  the  basic  design  of  the  one  offered  in  the 
states  of  California  and  Hawaii,  known  as  the  CHAMPUS  Reform 
Initiative  (CRI) .   Additionally,  Congress  permitted  use  of  that 
model  only  if  the  Department  certified  that  it  was  the  most 
efficient  method  to  deliver  health  care.   As  an  exception  to 
this,  the  Department  may  waive  the  certification  requirement  for 
locations  where  hospitals  are  closing  due  to  base  closure  and 
realignment  actions. 
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The  requirement  to  certify  efficiency  of  the  CRI  model 
resulted  in  a  RAND  Corporation  evaluation  which  examined  the 
quality,  access  and  cost  of  the  CRI  model  in  comparison  with 
standard  CHAMPUS .   RAND  advised  the  Department  that  expanding 
into  other  areas  would  run  a  major  risk  of  substantial  cost 
increases.   RAND's  conclusion  was  based  on  two  dominant  factors: 
structural  facets  of  the  model  require  modification  and 
strengthening;  and,  the  enrolled  benefit  cost-sharing  schedule  is 
too  costly.   Evaluation  of  these  factors  is  underway.   The 
outcomes  of  this  evaluation  will  affect  our  managed  care 
planning,  particularly  and  immediately  for  those  procurements  now 
in  progress. 

We  recognize  that  the  delay  in  offering  a  health  care  option 
package  is  frustrating  for  our  beneficiaries,  but  it  has  not  been 
an  obstacle  to  progress.  The  military  services  are  implementing 
many  of  the  structural,  financial  and  accountability  features  of 
coordinated  care.  The  Army's  Gateway  to  Care  initiative  and  the 
Air  Force's  introduction  of  Global  Care  are  clear  indications  of 
this  progress. 

TRICARE,  in  the  Tidewater  area  of  Virginia,  is  another 
managed  care  initiative,  operating  under  the  Navy's  leadership. 
TRICARE  is  being  implemented  as  a  demonstration  project  in  order 
to  enroll  beneficiaries  and  to  offer  them  cost-sharing 
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arrangements  more  advantageous  than  standard  CHAMPUS .   On  October 
1,  1992,  TRICARE  began  offering  network  providers  and  centralized 
assistance  to  beneficiaries.   Full  implementation  of  TRICARE  is 
proceeding  on  a  phased  basis;  and,  this  summer  we  expect  to 
introduce  the  enrolled  option  to  active  duty  family  members. 

Managed  health  care  delivery,  now  present  in  several  states, 
offers  our  beneficiaries  access  to  known  quality  care  at  costs 
more  advantageous  than  standard  CHAMPUS.   These  health  care 
operations  also  offer  the  Department  a  chance  to  evaluate  how 
well  such  initiatives  work  in  given  geographic  areas  with 
specific  and  varying  populations. 

The  CHAMPUS  Reform  Initiative  in  the  states  of  California  and 
Hawaii  offers  both  an  enrolled  option  and  a  preferred  provider 
option  in  addition  to  standard  CHAMPUS  and  military  health  care 
facilities.   This  demonstration  has  been  in  place  for  five  years 
and  will  continue.   The  contract  for  the  current  CRI  program  has 
been  extended  to  November  30,  1993.   A  competitive  procurement 
for  the  follow-on  program  is  in  progress,  with  contract  award 
scheduled  for  this  summer.   Start  of  health  care  delivery 
services  will  commence  six  months  following  contract  award. 

The  Southeast  Region  Preferred  Provider  Organization  Program 
is  a  demonstration  designed  to  use  a  CHAMPUS  Fiscal  Intermediary 
as  a  vehicle  for  managed  care.  The  regional  fiscal  intermediary 
is  responsible  for  implementing  and  operating  a  point-of-service 
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preferred  provider  network  as  an  alternative  to  standard 
CHAMPUS .   The  preferred  provider  network  is  designed  to 
complement  military  hospitals  in  that  region.   The  program 
operates  in  Alabama,  Florida,  Georgia,  Mississippi  and 
Tennessee.   This  demonstration  supports  20  military  hospital 
catchment  areas  and  25  non-catchment  areas  with  large  CHAMPUS 
user  populations. 

In  the  greater  New  Orleans,  Louisiana,  metropolitan  area  we 
have  a  demonstration  which  offers  beneficiaries  a  triple  option 
choice  of  health  care  delivery.  This  demonstration  was  modeled 
after  the  one  in  California  and  Hawaii,  except  that  there  is  no 
military  hospital  in  the  New  Orleans  area.  This  program  supports 
about  20,000  beneficiaries. 

Quality  Management  in  the  Managed  Care  Setting 

Improvements  in  health  care  today  are  accomplished  through 
steady  and  balancing  progress  in  the  three  components  of  access, 
cost  and  quality.   Over  the  past  ten  years,  the  Department's 
Quality  Assurance  Program  has  evolved  from  intense  scrutiny  of 
individual  providers  to  an  improvement  of  the  infrastructure, 
processes  of  care,  and  clinical  outcomes  across  the  Military 
Health  Services  System  population.   Our  quality  management 
program  integrates  analysis  of  the  military  health  facilities 
care  and  CHAMPUS  care.   In  this  way,  care  across  the  system,  as 
perceived  by  our  patients,  is  comparable. 
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We  are  building  quality  into  our  processes,  through  contract 
requirements  for  network  providers,  expanded  oversight  of  the 
quality  and  appropriateness  of  CHAMPUS  care,  clinical  practice 
guideline  development,  streamlining  quality  management 
requirements  to  avoid  redundancy,  and  integrating  specific  goals 
of  health  promotion  into  our  overall  plan  to  improve  the  health 
status  of  our  beneficiary  population  over  time. 

Our  review  of  the  most  recent  Quality  Assurance  reports  from 
the  military  services  revealed  multiple  examples  of  the 
application  of  principles  of  continuous  quality  improvement. 
Positive  outcomes  were  demonstrated  in  prevention,  improved 
timeliness  of  intervention,  standardization  of  criteria,  improved 
access,  and  improved  follow-up  and  referral. 

The  Civilian  External  Peer  Review  Program  (CEPRP)  has 
progressed  from  supplementing  the  internal  hospital-based  peer 
review  to  complementing  the  more  refined  continuous  quality 
improvement  initiatives  of  the  Services.   Focused  reviews 
completed  in  the  past  year  include:   appendectomies,  ectopic 
pregnancies,  hysterectomies,  upper  gastro-intestinal  bleeding, 
and  coronary  artery  bypass  graft  surgery.   Independent  analysis 
of  inpatient  military  health  care  by  civilian  and  military 
physician  experts  verified  that  these  health  care  practices  meet 
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and  usually  exceed  desired  standards  and  outcomes.   For  the 
future,  we  are  looking  at  ways  to  improve  the  continuum  of  care 
in  the  delivery  of  emergency  services  for  children. 

The  Department's  aggregate  scores  for  Joint  Commission  on 
Accreditation  of  Healthcare  Organizations  accreditation 
historically  surpass  the  private  sector.   In  addition,  the 
Uniformed  Services  University  of  the  Health  Sciences  just 
received  a  full  seven  year  accreditation  by  the  Liaison  Committee 
on  Medical  Education.   These  measures  serve  as  both  confirmation 
of  our  excellent  quality,  and  motivation  to  strive  for  further 
enhancement. 

We  are  developing  clinical  practice  guidelines  in  areas  most 
relevant  to  our  patient  population.   This  will  refine  our  ability 
to  analyze  clinical  outcomes  across  the  Military  Health  Services 
System  with  more  precision.   We  have  selected  areas  that 
represent  all  beneficiary  categories,  age  groups,  and  the 
spectrum  of  health  from  preventive  aspects  to  tertiary  care. 
These  guidelines  will  allow  us  to  establish  a  basis  for 
comparison  of  practice  patterns  and  the  effectiveness  of  our 
interventions.   These  efforts  will  lead  us  to  the  goal  of 
improving  the  health  status  of  our  beneficiaries. 
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In  our  managed  care  programs,  we  have  instituted  standardized 
CHAMPUS  quality  assurance  and  utilization  management  criteria 
through  five  regional  contracts.   This  standardization  creates 
data  offering  the  capability  to  analyze  total  system  experience. 
This  also  provides  an  opportunity  to  review  outcomes  of  CHAMPUS 
providers  as  a  basis  for  inclusion  in  preferred  provider 
networks.   The  intense  utilization  review  of  mental  health  care 
has  resulted  in  patients  being  treated  in  the  least  restrictive 
environment,  as  well  as  providing  cost  savings  for  the 
government.   This  is  affording  us  a  quality,  accountable  mental 
health  care  benefit. 

We  have  in  place  quality  management  mechanisms  to  assess 
system  strengths  and  weaknesses  in  military  medical  facilities  as 
well  as  through  CHAMPUS.   These  assessments  position  us  to 
maximize  our  accountability  for  both  clinical  and  financial 
outcomes . 

Graduate  Medical  Education 

The  managed  care  initiatives  which  the  Department  has 
underway  aim  to  better  accomplish  the  medical  mission  by  ensuring 
high  quality  care  to  all  beneficiaries,  improving  access  to 
health  care  services,  and  controlling  costs.   Central  to  the 
achievement  of  these  goals,  the  Department  aims  to  provide  as 
much  of  the  care  required  by  the  beneficiary  population  as 
possible  and  appropriate  within  military  medical  facilities. 
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Ensuring  high  quality  care  and  recapturing  the  care  being 
provided  outside  military  medical  facilities  depends  on  the 
ability  to  provide  sophisticated  specialized  treatment  services. 
Our  ongoing  critical  review  of  graduate  medical  education  (GME) 
identified  this  ability  as  essential  to  maintaining  the  quality 
of  military  medicine.   Therefore,  GME  also  is  essential  to 
specialized  treatment  services. 

Nevertheless,  the  size  and  scope  of  our  military  GME  programs 
had  to  be  evaluated  for  possible  consolidation  in  light  of  force 
reductions,  closure  actions  and  current  duplication  of  training 
programs. 

The  Flag  Officer  Executive  Committee  on  Graduate  Medical 
Education,  established  in  1991,  undertook  this  evaluation.   In 
the  last  year,  11  programs  have  been  discontinued  and  an 
additional  11  have  been  affiliated  with  civilian  sponsoring 
institutions.   Moreover,  seven  programs  have  been  consolidated, 
or  are  under  consideration  for  consolidation.   The  Flag  Officer 
committee  also  has  identified  12  services  in  15  geographic  areas 
for  consideration  as  specialized  treatment  services. 

We  are  pursuing  further  integration  and  enhancement  of  GME 
within  the  Department.   Commanding  officers  of  military  hospitals 
designated  as  lead  agents  in  overlapping  catchment  areas  are 
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developing  detailed  policies  and  procedures  to  implement 
specialized  treatment  services.   Further,  these  commanders  will 
integrate  appropriate  specialized  treatment  services-related  GME 
programs  within  their  catchment  areas.   In  addition,  they  are 
developing  policies  and  procedures  for  tri-service  staffing  of 
integrated  GME  programs.   Similarly,  the  military  services  are 
preparing  detailed  proposals,  due  in  July,  for  specific 
specialized  treatment  services  at  appropriate  military  hospitals. 

Administrative  Skill  Qualifications  for  Commanders 

Responding  to  Congressional  concerns  about  the  level  of 
administrative  expertise  possessed  by  commanders  of  military 
hospitals,  a  joint  service  task  force  was  convened  early  last 
year.   That  task  force  recommended  four  directions  to  the 
military  services,  which  have  been  approved  and  issued.   The 
military  services  will: 

*  Instruct  Selection  Boards  to  ensure  individuals  they 
select  for  hospital  command,  possess  the  knowledge,  skills  and 
experience  needed  for  command. 

*  Ensure  individuals  selected  for  command  have  the  special 
knowledge  and  skills  necessary  to  perform  successfully  in  a 
managed  care  environment. 

*  Make  available  to  commanders  and  prospective  commanders 
opportunities  to  participate  in  formal  professional  development 
courses  to  improve  their  administrative  skills. 
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*  Identify  early-on  potential  commanders  for  long-term 
civilian  graduate  programs  to  assure  a  ready  pool  of  future 
command  talent. 

Automated  Information  Systems  Supporting  Managed  Care 

There  are  several  automated  systems  fielded  throughout  the 
Military  Health  Services  System  that  contribute  to  the 
achievement  of  the  goal  of  appropriate  access  to  high-quality, 
cost-effective  health  care  for  our  beneficiaries.   Among  these 
systems  are:   the  Composite  Health  Care  System  (CHCS) ;  the 
Retrospective  Case  Mix  Analysis  System  (RCMAS) ;  and,  the  Defense 
Enrollment  Eligibility  Reporting  System  (DEERS) . 

CHCS.   This  is  the  primary  source  data  collection  mechanism 
for  coordinated  care.   Ultimately,  it  will  allow  management  of 
health  care  delivery  based  on  assessment  of  patient  care 
outcomes,  relative  to  treatment  decisions  made  by  health  care 
professionals.   CHCS  has  been  tested  at  14  military  hospitals  and 
137  surrounding  clinics  in  the  United  States  and  overseas. 
Worldwide  deployment  of  most  functionalities  of  this  system  is 
underway.   Refinements  to  the  inpatient  order  entry  and  nursing 
modalities  are  programmed. 

RCMAS.   This  is  an  information  retrieval  system  which 
provides  the  capability  to  easily  and  quickly  perform  inpatient 
health  care  utilization  analyses  to  support  both  clinical  and 
management  decision  making. 
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DEERS.   This  system  provides  an  automated  source  of 
verification  for  a  beneficiary's  eligibility  to  use  the  Military 
Health  Services  System.   It  is  the  system  which  carries  a 
beneficiary's  enrollment  status,  as  enrollment  is  implemented. 

Resource  Allocation 

One  of  the  major  principles  of  coordinated  care  is  to 
optimize  the  use  of  Military  Health  Services  System  resources  by 
both  increasing  efficiency  and  reducing  the  rate  of  growth  in 
medical  costs.   To  achieve  this  goal,  resource  allocation  will  be 
based  on  a  capitation  system  that  accounts  for  unique  military 
medical  related  functions. 

The  services  have  traditionally  programmed  and  budgeted  for 
health  programs  on  the  basis  of  historical  resource  consumption 
and  workload  trends.   A  limitation  to  this  approach  is  a  built-in 
incentive  to  produce  more  output  units  or  more  service  than  may 
be  medically  necessary.   The  concept  of  capitation  is  a  strategy 
for  containing  the  cost  of  health  care.   A  capitation-based 
methodology  will  be  used  in  FY  94  to  resource  the  military 
services.   Using  a  service-specific  methodology,  the  services 
will  re-allocate  to  their  medical  treatment  facilities. 

The  conunander  of  each  military  medical  treatment  facility 
will  assume  responsibility  for  providing  health  services  to  a 
defined  population,  for  a  fixed  amount  per  beneficiary. 
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Regardless  of  the  services  used,  there  is  no  financial  incentive 
under  this  perspective  to  increase  the  number  of  services  or  to 
provide  more  costly  care  than  is  clinically  appropriate.   A 
capitated  allocation  system  encourages  provision  of  care  in  the 
most  cost-effective  setting,  effective  delivery  of  each  episode 
of  care,  and  careful  monitoring  of  the  volume  of  provided 
services.   Capitation  discourages  inappropriate  admissions, 
excessive  lengths  of  stay,  and  unnecessary  services. 

As  the  Military  Health  Services  System  transitions  to  a 
capitated  system,  significant  policy  issues  become  apparent.   In 
the  short-term,  we  must  consider  the  scope  of  capitation, 
accuracy  of  the  population  data,  management  of  military  manpower, 
and  care  to  Medicare-eligible  beneficiaries. 

Program  Evaluation  Strategy 

Local  control  over  the  delivery  of  health  care  lies  at  the 
heart  of  coordinated  care.   Military  hospital  commanders  will 
make  the  management  decisions  that  affect  the  volume  of  health 
services  provided  to  their  supported  population,  the  referral  of 
patients  between  military  medical  facilities  and  civilian 
alternatives,  and,  the  treatment  patterns  within  their 
facilities.   Each  management  decision  will  have  implications  for 
the  cost,  the  quality  and  the  accessibility  of  health  care. 
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To  make  the  best  decisions,  commanders  must  have  feedback  on 
their  performance  outcomes.   To  provide  this  feedback,  we  are 
developing  measures  of  cost,  quality  and  access  outcomes  within 
each  of  the  three  performance  areas  —  volume  of  health  services, 
referral  between  military  medical  facilities  and  civilian  sources 
of  care,  and  treatment  patterns. 

Medical  Logistics 

The  Military  Health  Services  System  is  changing  its  logistics 
business  practices,  reducing  inventory  and  improving  efficiency. 
Among  the  major  initiatives  contributing  to  these  endeavors  are 
electronic  commerce  and  use  of  Prime  Vendors. 

Electronic  Commerce.   This  initiative  involves  passing  orders 
and  invoices  electronically  via  computers  between  the  requesting 
activity,  the  contracting  activity,  and  the  manufacturer  or 
distributor.   Under  Phase  I  Electronic  Commerce  contracts,  the 
vendor  accepts  electronic  orders  and  electronically  bills  the 
government,  but  continues  shipping  to  DoD  depots.   This 
streamlined  ordering  enables  significantly  lower  inventory 
levels;  through  August  1992,  it  accounted  for  $17  million  in 
depot  inventory  reductions.   Phase  II  Electronic  Commerce 
contracts  eliminate  depot  stock  entirely;  the  ordered  items  are 
shipped  from  the  manufacturer  directly  to  the  hospital.   In  FY 
92,  about  $6.2  million  in  Phase  II  Electronic  Commerce  business 
was  transacted. 
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A  third  electronic  commerce  system  allows  for  electronic 
ordering  at  Federal  Supply  Schedule  prices  with  direct  vendor 
delivery  to  DoD  hospitals.   Currently,  150  vendors  have  these 
ordering  arrangements,  and  business  transactions  exceeded  $35 
million  in  FY  92. 

Prime  Vendor  Program.   The  Prime  Vendor  program  consists  of 
contracts  with  regional  commercial  distributors  to  provide 
medical  materiel  to  hospitals  within  24  hours  of  ordering.   Prime 
Vendor  is  characterized  by  a  high  degree  of  automation  which  is 
used  in  ordering  and  invoicing.   The  primary  benefits  of  this 
concept  are  reduced  inventory  levels,  reduced  materiel  handling 
at  the  hospital,  and  simplified  ordering  procedures. 

MILITARY  HEALTH  SERVICES  SYSTEM  BENEFIT  ENHANCEMENTS 

Encouraging  the  system  of  military  health  care  to  move  into 
the  managed  care  arena  and  to  become  a  more  accountable  system  of 
health  care  delivery  is  only  one  facet  of  our  redesign  of 
military  nedicine.   Reaching  our  goal  of  improving  the  health 
status  of  our  beneficiaries  must  start  with  refining  health 
benefits  to  include  health  promotion,  disease  prevention  and 
appropriate  treatment. 

The  men  and  women  of  the  Armed  Forces,  and  their  families, 
are  generally  a  healthy  population.   Service  members  meet 


29 


22 


physical  fitness  standards,  infant  mortality  rates  are 
significantly  lower  than  the  national  averages,  and  all  our 
beneficiaries  have  access  to  health  care  coverage.   Still,  there 
is  much  we  can  do  to  improve  the  health  status  of  our  patient 
population.   Toward  this  end,  we  have  selected  45  of  the  383 
Healthy  People  2000  national  objectives  as  our  priorities. 

Worldwide  Survey  of  Military  Personnel 

Since  1980,  we  have  sponsored  the  conduct  of  five  Worldwide 
Surveys  of  Substance  Abuse  and  Health  Behaviors  Among  Military 
Personnel  to  ascertain  the  prevalence  of  alcohol,  drug  and 
tobacco  use,  and  the  consequences  of  alcohol  and  drug  use  for 
military  readiness,  combat  efficiency  and  work  performance.   In 
1985,  additional  health  behaviors  were  considered  in  terms  of 
both  readiness  and  the  relationship  between  abuse  and  health 
practices.   In  1988,  the  survey  included  an  examination  of 
attitudes  and  knowledge  about  AIDS  transmission  and  prevention. 
The  1992  survey  added  the  prevalence  of  addiction  to  gambling  as 
another  health  behavior  to  evaluate. 

These  surveys  offer  the  opportunity  to  assess  the 
effectiveness  of  health  promotion  policies  and  educational 
programs  designed  to  prevent  disease,  disability  and  premature 
death,  and  to  promote  healthy  behaviors  in  military  personnel. 
The  series  of  surveys  shows  progress  trends  in  each  of  the  health 
behavior  categories. 
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The  results  of  the  1992  survey  indicate  continued  headway  in 
our  stand  against  drugs.   This  is  the  fourth  significant, 
consecutive  decline  in  the  use  of  illicit  drugs.   Overall,  6.2 
percent  of  military  personnel  reported  nonmedical  drug  use  in  the 
previous  12  months,  compared  to  8.9  percent  in  1988  and  13.4 
percent  in  1985.   Drug  use  continues  to  be  highly  correlated  with 
education,  age,  rank  and  marital  status. 

The  trends  in  drinking  and  alcohol  dependency  are  reflecting 
decreased  use,  yet  moderate-to-heavy  and  heavy  drinkers  still 
comprise  40  percent  of  our  military  personnel.   The  percentage  of 
heavy  drinkers  is  the  same  as  it  was  in  1980.   These  are  clear 
indications  for  more  aggressive  programs  of  targeted  education. 

Additional  survey  data  show  a  continuing  decrease  in  smoking, 
and  include  useful  information  on  awareness  of  at-risk  sexual 
behaviors  and  addiction  to  gambling. 

Lead  Screening  Program 

Another  health  promotion  effort  of  special  interest  to  this 
Committee  and  being  implemented  by  the  military  services  is  the 
blood-lead  screening  program  for  children.   Ours  is  a  two-part 
endeavor:   one  concentrating  on  the  health  status  of  children; 
the  other  targeting  the  potential  sources  of  lead  poisoning  in 
children,  namely  military  housing  and  buildings  frequented  by 
children. 
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The  health  screening  program  requires  routine  screening  of 
blood-lead  levels  for  children  seen  at  the  12-month  well-baby 
check-up.   The  patient  population  will  be  tested  in  increments  of 
20  percent  each  year  for  five  years.   Additionally,  we  are 
administering  a  questionnaire  for  all  children  under  age  6  who 
come  in  for  any  form  of  health  care.   A  child  scoring  in  the  high 
risk  range  will  be  referred  for  testing  of  blood-lead  levels. 

Regarding  sources  of  lead  poisoning,  the  Department  is 
working  with  other  federal  agencies  to  develop  effective  and 
economical  methods  to  clean  up  buildings  and  military  family 
housing. 

Women's  Health 

In  the  last  year,  we  have  evaluated  our  approach  to  women's 
health  issues  and  found  several  areas  in  which  improvement  was 
necessary.   We  issued  a  policy  statement  to  the  military 
services   nd  expect  their  implementing  regulations  early  this 
summer.   The  health  issues  addressed  include  health   maintenance 
exams,  mammograms,  gynecologic  services,  timely  return  of  test 
results,  and  availability  of  epidural  analgesia.   Each  of  these 
issues  will  improve  the  quality  of  care  for  our  women  patients. 

Comprehensive  Dependent  Dental  Plan 

Implemented  April  1,  this  enhanced  program  offers  an 
excellent  benefit  for  active  duty  family  members.   For  low 
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monthly  premiums,  active  duty  families  now  have  shared  coverage 
for  specialized  dental  care,  as  well  as  routine  and  simple 
restorative  work.   Diagnostic  and  preventive  services  continue  to 
be  fully  covered. 

Mental  Health  Initiatives 

Since  FY  89,  we  have  implemented  several  actions  to  improve 
the  quality  of  the  CHAMPUS  mental  health  benefit,  and  to  curb  the 
spiralling  rate  of  its  cost  increases.   Quality  improvement 
measures  established  include:   a  new  appeals  process  for 
beneficiaries;  significant  revisions  to  the  standards  for 
Residential  Treatment  Centers  (RFC) ;  and,  new  standards  for 
Substance  Use  Disorder  facilities.   Additionally,  we  plan  to 
establish  the  National  Quality  Monitoring  Program  as  an 
independent  evaluation  mechanism,  and  to  enhance  both 
reimbursement  nethodologies  and  financial  incentives.   Between  FY 
8S  and  FY  89,  CHAMPUS  mental  health  eicpenditurea  Increased  22 
percent  per  year.  Cost  increases  slowed  to  about  3  percent  in  FY 
90,  decreased  5  percent  in  FY  91,  and  we  project  a  17  percent 
decrees*  for  FY  92. 

Pharaecy  Initiatives 

The  Departaent  will  conduct  a  deaonstration  of  a  aail  service 
pharmacy  benefit  in  Hawaii  and  in  two  multi-state  regions 
beginning  this  fiscal  year.  The  states  selected  are  Florida, 
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Georgia  and  South  Carolina  as  one  region,  and  Delaware,  New 
Jersey  and  Pennsylvania  as  the  other  region.   The  second  program 
will  be  to  include  retail  pharmacy  networks  in  the  managed  care 
programs  initiated,  awarded  or  renewed  beginning  this  year. 

Defense  and  Veterans  Head  Injury  Program 

This  program  was  established  in  February  1992  to  find 
solutions  to  the  problem  of  Traumatic  Brain  Injury  (TBI)  in  the 
military  and  veterans  populations.   There  are  over  10,000 
peacetime  TBI  hospitalizations  in  Defense  and  Veterans  Affairs 
hospitals  each  year.   Prior  to  1992,  there  had  been  no  overall 
systematic  program  for  providing  TBI-specific  rehabilitation 
within  Defense  or  Veterans  Affairs. 

Presently,  this  program  includes  7  regional  military  and 
Veterans  Affairs  TBI  centers  and  a  central  office  coordinating 
patient  tracking,  study  design,  data  collection  and  analysis. 
The  centers  include:   Walter  Reed  Army  Medical  Center,  Wilford 
Hall  USAF  Medical  Center,  San  Diego  Naval  Medical  Center,  Palo 
Alto  Veterans  Affairs  Medical  Center,  Minneapolis  Veterans 
Affairs  Medical  Center,  Richmond  Veterans  Affairs  Medical  Center, 
and  Tampa  Veterans  Affairs  Medical  Center.   The  TBI  registry  is 
being  piloted  at  these  centers;  over  2  50  patients  have  been 
entered  thus  far. 
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UNIQUE  HEALTH  CARE  DELIVERY  PROGRAMS  WITHIN  MILITARY  MEDICINE 

Concurrent  with  our  efforts  to  chart  a  new,  nanaged  care 
direction  for  military  medicine,  we  have  had  to  retain  system 
flexibility  to  incorporate  unique  program  requirements.   Two  such 
prominent  requirements  are  the  continuity  of  care  in  Base 
Realignment  and  Closure  (BRAC)  sites  and  the  implementation  of 
managed  care  programs  at  Uniformed  Service  Treatment  Facilities. 

Base  Realignment  and  Closure  (BRAC)  Locations 

There  are  18  military  hospital  closures  on  the  BRAC  I  and 
BRAC  II  lists.   BRAC  III  recommended  nine,  and  the  Commission 
added  Great  Lakes,  so  we  are  looking  at  a  total  of  potentially  28 
hospital  closures.   In  years  past,  when  an  installation  closed, 
the  military  hospital  closed,  and  residual  beneficiaries  used 
either  CHAMPUS  or  Medicare  for  their  health  care  needs.   That  no 
longer  is  the  situation.   There  is  strong  Congressional  support 
for  the  Department  to  do  more  for  residual  beneficiary 
populations  affected  by  these  closures.   In  that  regard,  we  have 
enhanced  our  planning  and  programs  to  specifically  address  these 
beneficiaries. 

First,  the  military  departments  have  been  charged  to  develop 
transition  medical  plans  for  each  closure  site.   These  transition 
plans  are  interim  steps  until  the  feasibility  of  longer  term 
programs  can  be  determined. 
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We  have  convened  a  joint  service  working  group  to  provide  for 
a  consistent  and  integrated  approach  to  the  identification  of 
resource  requirements,  allocation  and  access  at  closure  sites. 
This  year  we  invited  a  beneficiary  representative  to  join  the 
group.   Working  group  members  will  make  site  visits  to  gain 
specific  geographic  and  demographic  insight  for  each  location. 

CHAMPUS  beneficiaries  at  closure  sites  in  California  and 
Hawaii  benefit  from  the  health  care  options  developed  under  the 
CHAMPUS  Reform  Initiative.   Those  living  in  the  states  of  Florida 
and  Alabama  may  continue  to  use  the  preferred  provider  networks 
established  by  the  Southeast  Region  Fiscal  Intermediary  contract. 

In  the  19-state  Northern  fiscal  intermediary  region,  a  new 
contract  will  be  awarded  this  summer  which  calls  for  development 
and  implementation  of  preferred  provider  networks  in  the  Delaware 
Valley  and  at  all  base  closure  sites  in  that  region.   A  similar 
fiscal  intermediary  contract  will  be  awarded  later  this  year  for 
the  Mid  Atlantic  region.   This  contract  will  support  the  TRICARE 
demonstration  in  Virginia,  as  well  as  develop  and  implement  BRAC 
preferred  provider  networks. 

CHAMPUS  beneficiaries  affected  by  hospital  closures  at 
Bergstron,  Carswell  and  England  Air  Force  Bases  in  Texas  and 
Louisiana,  were  of  particular  concern  to  members  of  this 
Committee.   These  beneficiaries  will  have  access  to  a  triple 
option  package  similar  to  the  one  now  available  to  beneficiaries 
in  the  New  Orleans  area.   The  New  Orleans  contractor  has  been 
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asked  to  expand  operations,  with  some  structure  and  cost-sharing 
modifications,  to  these  three  locations  effective  May  1  of  this 
year. 

Because  these  programs  are  CHAMPUS  programs,  access  to  them 
is  limited  to  CHAMPUS  eligible  beneficiaries.   In  BRAC  locations, 
there  are  a  number  of  military  beneficiaries  who  are  Medicare, 
not  CHAMPUS,  eligible.   Recognizing  this,  the  Department  has 
undertaken  a  joint  marketing  effort  with  the  Health  Care 
Financing  Administration  (HCFA) .   This  effort  is  designed  to 
inform  our  Medicare  eligible  beneficiaries  of  the  HCFA  health 
maintenance  organization  plans  available  in  their  geographic 
areas.   Participation  in  the  Medicare  health  maintenance 
organization  plans  is  available  only  to  our  Medicare  eligible 
beneficiaries  who  have  subscribed  to  Medicare  Part  B. 

Under  new  legislative  authority,  our  Medicare  eligible 
beneficiaries  residing  in  service  areas  affected  by  BRAC,  may 
avail  themselves  of  the  two  new  pharmacy  programs  as  they  are 
implemented.   The  new  programs  are  the  mail  service  pharmacy 
demonstration  in  selected  states,  and  the  retail  pharmacy 
networks  to  be  established  in  conjunction  with  our  managed  care 
programs. 

Uniformed  Services  Treatment  Facilities'  Managed  Care  Plan 

The  Uniformed  Services  Treatment  Facilities  are  the  former  US 
Public  Health  Services  hospitals  for  which  Congress  bestowed 
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"deemed  status"  as  military  medical  treatment  facilities.   A 
three-year  managed  health  care  plan  for  these  facilities  has  been 
negotiated.   The  plan  embodies  standard  health  maintenance 
organization  features  including  uniform  benefit  packages, 
enrollment,  utilization  review,  quality  assurance  and  capitation 
payment.   The  plan's  initial  open  season  will  run  from  July  1 
through  August  31,  1993.   Delivery  of  services  to  enrollees 
begins  October  1,  1993. 

OPERATIONAL  REQUIREMENTS  FOR  MILITARY  MEDICINE 

Requirements  for  military  medicine's  abilities  to  rapidly 
transport  functional  medical  capability,  to  command  resources, 
and  to  intricately  plan  and  execute  medical  operations  in  the 
face  of  devastation  and  destruction  continue  to  expand  beyond  our 
"wartime"  response  role.   In  the  past  year,  these  capabilities 
have  led  to  greater  involvement  in  disaster  relief,  humanitarian 
assistance,  and  peacekeeping  operations. 

Hurricane  Andrew.   Within  hours  of  Hurricane  Andrew's 
devastation,  military  medical  personnel  were  providing 
assistance.   As  the  overwhelming  devastation  of  the  disaster 
became  apparent,  the  military  medical  role  steadily  increased. 
The  loss  of  civilian  medical  infrastructure  caused  the  task  force 
surgeon  to  assess  medical  requirements  and  to  develop  an  area 
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support  medical  plan.   This  plan  coordinated  medical  resources 
within  the  disaster  area  and  task-organized  the  medical  response 
as  the  community  gradually  recovered.   Military  medical  personnel 
focused  on  evacuation  and  treatment;  dental,  veterinary  and 
preventive  medicine  services;  logistics;  mental  health;  and 
communications.   Military  medicine's  response  was  designed  to 
support  and  assist  community  medical  resources  and  personnel 
until  they  were  able  to  resume  their  previous  functions.   Medical 
personnel  from  each  of  the  military  services  played  a  significant 
role  in  this  disaster  assistance  effort. 

Peacekeeping  and  Humanitarian  Operations.   In  response  to 
United  Nations  initiatives,  U.  S.  military  medical  capabilities 
have  been  deployed  as  the  major  medical  elements  of  peacekeeping 
or  humanitarian  assistance  forces.   In  Bosnia,  we  are  providing 
an  Army  hospital  to  support  the  United  Nations  peacekeeping 
forces.   And,  in  Somalia,  our  medical  services  are  supporting  the 
humanitarian  and  peacekeeping  forces  feeding  the  starving 
population.   These  are  not  new  roles  for  our  medical  support 
forces  since  we  have  accomplished  these  initiatives  for  many 
years.   However,  with  our  country's  broader  involvement  in  world 
leadership,  these  efforts  may  signal  a  more  formal  role  in  our 
military  medical  support  mission. 

Military  medical  support  for  our  nation's  national  security 
objectives  has  always  been  rapidly  responsive  and  uniquely 
capable. 
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CLOSING 

The  course  charted  for  military  medicine  is  one  designed  to 
provide  accountable,  integrated  management  of  military  medical 
resources;  a  course  crafted  to  provide  high  quality,  cost 
effective  health  care  to  as  many  of  our  beneficiaries  as 
possible.   It  is  a  course  which  will  accommodate  the  diverse  and 
complex  interests  attendant  to  medicine  in  this  country  today, 
while  offering  the  flexibility  for  military  medicine  to  embrace 
any  mission  responsibilities  deriving  from  our  national  defense 
posture,  as  well  as  the  recommendations  emanating  from  the  White 
House  Task  Force  on  Health  Care  Reform.   It  is  a  course  that  will 
enable  the  Military  Health  Services  System  to  pursue  its  missions 
of  readiness  and  everyday  health  care  delivery  in  the  face  of 
tomorrow's  challenges. 
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LIEUTENANT  GENERAL  ALCIDE  M. 
THE  SURGEON  GENERAL 
UNITED  STATES  ARMY 


LANOUE 


Lieutenant  General  Alcide  LaNoue  was  sworn  in  as  the 
thirty-eighth  Surgeon  General  of  the  Army  on  11  September 
1992.   General  LaNoue  was  born  in  Tonawanda,  New  York,  on  2 
November  1934.   He  graduated  cum  laude   from  Harvard  University 
in  1956  and  received  his  medical  degree  from  Yale  University 
Medical  School  in  1960.   General  LaNoue 's  additional  medical 
specialty  training  includes  an  internship  and  residency  at 
Brooke  General  Hospital,  Fort  Sam  Houston,  Texas,  and  general 
surgery  training  at  U.S.  Army  Hospital,  Fort  Campbell, 
Kentucky.   His  military  education  includes  the  United  States 
Army  Medical  Field  Service  School  and  the  United  States  Army 
Command  and  General  Staff  College. 

General  LaNoue  is  a  fellow  of  the 
American  College  of  Surgeons  and  the 
American  Academy  of  Orthopedic  Surgeons. 
He  is  associated  with  the  American  Board 
of  Orthopedic  Surgery;  Association  of 
the  United  States  Army;  American  Medical 
Association;  Association  of  Military 
Surgeons  of  the  United  States;  Society 
of  Military  Orthopedic  Surgeons;  and 
American  College  of  Physician 
Executives. 

General  LaNoue  has  held  a  variety 
of  important  command,  staff,  and 
clinical  positions  culminating  in  his 
current  assignment  as  The  Surgeon 

General.   His  recent  assignments  include  Commander,  U.S.  Army 
Health  Services  Command;  Deputy  Surgeon  General  of  the  Army; 
Commandant,  Academy  of  Health  Sciences,  U.S.  Army,  Fort  Sam 
Houston,  Texas;  Commander,  Dwight  David  Eisenhower  Army 
Medical  Center,  Fort  Gordon,  Georgia;  Commander,  U.S.  Army 
Medical  Department  Activity,  Fort  Benning,  Georgia;  Commander, 
U.S.  Army  Medical  Department  Activity,  Fort  Stewart,  Georgia; 
and  Commander,  97th  General  Hospital,  Frankfurt,  Germany. 

General  LaNoue  completed  several  assignments  with  the 
44th  Medical  Brigade  in  Vietnam,  and  has  served  as  Assistant 
Chief,  Orthopedic  Service  and  Chief,  Amputee  Service,  Valley 
Forge  General  Hospital,  Phoenixville,  Pennsylvania;  Chief, 
Orthopedic  Service/Coordinator,  Clinical  Investigation,  Valley 
Forge  General  Hospital;  and  Assistant  Chief,  Orthopedic 
Service,  Halter  Reed  Army  Medical  Center,  Washington,  D.C. 

General  LaNoue  has  authored  and  coauthored  nvunerous 
papers  in  the  orthopedic  and  surgical  fields,  as  well  as  on 
the  treatment  of  fractures  and  management  of  war  casualties. 
His  awards  and  decorations  include  the  Legion  of  Merit  (with 
oak  leaf  cluster),  the  Bronze  Star  Medal,  and  the  Meritorious 
Service  Medal  (with  three  oak  leaf  clusters) . 

He  is  married  to  the  former  Beth  Gortner,  Colonel,  ANC, 
Retired,  and  has  four  children:  Claire,  Alcide,  George,  and 
Michelle. 
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Introduction 

Mr.  Chairman  and  members  of  the  Committee,  I  am  Lieutenant 
General  Alcide  N.  Lanoue,  the  Army  Surgeon  General.   It  is  an 
honor  to  have  this  opportunity  to  appear  before  this  committee 
for  the  first  time  as  The  Surgeon  General  and  discuss  Army  Health 
care  Programs  and  my  vision  of  the  future  of  Army  Health  care. 
This  committee  has  been  an  important  source  of  support  to  the 
Army  Medical  Department  (AMEDD)  and  I  believe  we  continue  to 
warrant  your  support  of  our  steadfast  efforts  to  improve  wartime 
readiness  and  peacetime  support  of  our  total  force  Army  family. 

It  is  important  that  we  recognize  the  changes  that  the  Army 
Medical  Department  continues  to  face  and  our  actions  to  respond 
to  these  changes.   The  past  few  years  have  brought  the  collapse 
of  communist  empires  and  ever  growing  economic  pressures  around 
the  world. 

The  recent  U.S.  presidential  elections  have  brought  to 
government  new  leadership,  energy  and  a  president  who  has  called 
for  all  Americans  to  participate  in  a  performance  review  of  our 
government  and  to  consider  how  government  can  best  serve  this 
country.   The  administration  has  called  for  the  investigation  of 
fundamental  assiunptions  in  pursuit  of  programs  which  truly  work, 
provide  quality  service,  encourage  innovation  and  reward  hard 
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work.   The  Amy  Medical  Department  is  ready  for  this  challenge  in 
pvirsuit  of  readiness  and  quality  health  service  support  to  all  of 
our  beneficiaries.   I  want  to  describe  to  you  today  the  role  that 
the  Army  Medical  Department  will  play  in  response  to  global 
change  and  to  the  challenges  to  health  care  in  support  of  the 
total  Army. 

The  Chief  of  Staff  of  the  Army,  General  Gordon  R.  Sullivan 
has  a  vision  of  the  future  which  calls  for  the  Army  to  be  a  Total 
Force  trained  and  ready  to  fight,  serving  the  Nation  at  home  and 
abroad,  a  strategic  force  capable  of  decisive  victory.   This 
vision  serves  as  an  excellent  framework  within  which  to  discuss 
the  ANEDD  role  in  support  of  the  Army  and  the  nation. 

AMEDD  Mission 

The  ANEDD  remains  one  of  the  nation's  largest  comprehensive 
health  care  system  and  is  responsible  for  the  care  of  our  total 
force  of  soldiers,  retirees,  and  their  family  members.   This 
responsibility  is  concurrent  with  the  role  of  the  ANEDD  to 
maintain  wartime  readiness;  the  two  responsibilities  complement 
each  other  and  should  not  be  separately  considered.   Both  roles 
require  an  Army  Nedical  Department  which  is  vigorous,  well 
trained,  and  capable  of  delivering  quality  care  at  the  right 
place  in  a  timely  fashion. 
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Readiness 

Medical  readiness  enconpasses  the  ability  to  maintain  and 
project  a  level  of  health  care  resources  sufficient  to  provide 
for  the  health  of  the  force,  guarantee  quality  health  services  to 
all  beneficiaries  and  to  mobilize,  deploy  and  sustain  medical 
support  for  any  operation  requiring  military  services.   The 
deployed  medical  system  will  provide  the  soldier  the  preventive 
health  measures,  hands  on  treatment,  evacuation  and  definitive 
health  care  essential  to  his  or  her  well-being.   Guaranteeing  the 
soldier's  health,  welfare,  and  peace  of  mind  while  ensuring 
support  to  the  family  members  left  behind,  requires  the  constant 
efforts  of  my  office. 

The  backfill  of  early  deploying  active  duty  Army  medical 
resources  with  highly  skilled  reserve  component  individuals  and 
units  to  sustain  delivery  of  care  to  beneficiaries,  is  essential. 
The  provision  of  care  with  military  resources  is  our  best 
strategy  to  contain  health  care  cost  growth  and  promote  a  peace 
of  mind  of  deployed  soldiers  who  remain  concerned  for  the 
beneficiaries  they  leave  behind. 

Medical  units  that  are  well  trained,  modernized,  deployable 
and  transportable,  with  state  of  the  art  equipment  are  essential. 
Dedicated  medical  evacuation  platforms  able  to  meet  the  demands 
of  our  forces  in  a  hostile  environment  and  deliver  the  wounded  to 
a  safe  haven  within  the  critical  "golden  hour,"  are  essential 
components  of  the  military  health  care  system. 
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In  these  uncertain  tines  there  is  a  greater  need  for 
projection  of  power  through  foirward  positioning  and  maintenance 
of  the  right  types  and  anovints  of  medical  material. 
Prepositioned  material  will  allow  access  at  a  moment's  notice  to 
supfKirt  contingency  operations  like  "Restore  Hope"  in  Somalia  or 
"Provide  Promise"  in  Croatia.   In  other  regions  where  there  may 
be  some  future  threat  of  involvement  "afloat  "  medical  material, 
ready  to  be  moved  to  any  acceptable  port,  becomes  a  significant 
link  in  a  health  care  support  system  prepared  to  respond  to  any 
national  mission.   For  a  ready  force,  it  is  vital  that  the 
military  recruit  only  those  individuals  meeting  the  highest 
physical  standards,  with  no  conditions  that  would  contribute  to 
their  inability  to  meet  mobilization  requirements  or  pose  an 
unnecessary  risk  to  other  soldiers.   For  sustainment  of  the  force 
we  must  have  a  health  delivery  system  that  provides  the  full 
range  of  capabilities  necessary  to  expand  peacetime  services  to 
meet  full  mobilization  requirements.  The  continued  research, 
development,  funding,  fielding  and  maintenance  of  rapidly 
deployable  medical  systems  remain  key  to  accomplishing  o\ir 
mission  of  conserving  the  fighting  strength. 

Current  Operations 

The  Army  Medical  Department  remains  a  vital  element  in  every 
operation  to  which  the  U.S.  Army  is  committed.   Contingency 
operations  such  as  "Restore  Hope"  in  Somalia,  "Provide  Comfort" 
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in  Florida  and  "Provide  Promise"  in  Croatia  are  recent  examples 
of  just  a  few  of  these  operations.   While  these  missions  provide 
an  excellent  real  world  training  benefit  for  our  clinicians  and 
other  health  care  support  personnel,  they  do  significantly  impact 
on  the  day  to  day  level  of  health  care  available  to  beneficiaries 
worldwide.   The  Army  Medical  Department  uses  its  assets  to 
provide  daily  health  care  to  soldiers  and  their  families, 
retirees  and  other  beneficiaries.   Therefore,  any  deployment  of 
medical  assets  has  a  concomitant  impact  on  the  delivery  of 
peacetime  health  care.   Current  operations,  particularly  "Provide 
Promise,"  have  generated  a  backfill  requirement  from  Continental 
United  States  (COKUS)  based  hospitals  to  replace  those  deployed 
and  provide  a  continuance  of  health  care  delivery  to 
beneficiaries  in  overseas  locations. 

Only  a  joint  effort  between  the  Army  and  Air  Force  to  meet 
the  backfill  requirement  to  Europe  was  able  to  sustain  our 
overseas  beneficiary  care  requirements.   Any  further 
contingencies  requiring  deployment  of  our  hospitals  would  have  a 
dramatic  limiting  effect  on  our  beneficiary  care.   The  AMEDD  is 
working  to  resolve  this  shortfall  by  employing  reserve  component 
health  care  officers  designated  to  Army  medical  treatment 
facilities  as  individual  mobilization  augmentees  (IMA) .   However, 
the  problem  still  remains  that  the  IMA  resource  is  not  available 
until  a  presidential  selective  reserve  call-up  level  of 
mobilization  is  declared.   Furthermore,  recruiting  the  correct 
types  of  health  care  providers  is  a  concern.   A  partial  fix  was 
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obtained  for  the  Somalia  and  Croatia  deployments  by  using 
volunteers  under  a  program  providing  opportunities  for  temporary 
tours  of  duty.   Finding  health  care  providers  who  could  or  would 
commit  for  100  plus  days  and  who  met  the  licensing,  credentialing 
and  privileging  requirements  has  been  most  difficult. 

Observations 

Although  the  AMEDD  has  seen  improvements  in  its  overall 
readiness  posture,  there  has  been  a  dramatic  erosion  in  the 
critical  areas  of  reserve  component  surgical  skills  and  licensed 
practical  nurses.   Additionally,  the  Army  air  evacuation  fleet 
may  not  be  fully  capable  of  meeting  projected  demands  as  we 
conducted  air  evacuation  support  in  Operations  Desert 
Shield/Storm  with  some  difficulty  due  to  inadequate  speed,  range, 
and  capacity.   We  have  configured  a  prototype  aircraft  designed 
to  meet  validated  requirements  and  it  is  important  that  this 
capability  continue  to  be  refined,  programmed  and  procured. 
Fielding  of  the  deployable  medical  system  (DEPMEDS)  equipment 
continues  on  schedule.   The  proliferation  of  evolving  missions 
for  DEPMEDS  equipment,  to  include  non  medical  missions,  have 
often  not  been  anticipated  and  programmed.   The  continued  funding 
for  completion  of  the  fielding,  sustainment,  and  upgrade  of  these 
systems  and  programs  is  critical  to  the  provision  of  a  medical 
support  system  that  properly  reflects  the  deep  concern  of  the 
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Aray  for  the  welfare  of  our  soldiers  and  coBBitment  to  mission 
acconp 1 i shnent . 

I  consider  the  continued  support  of  this  Conaittee  for 
existing  AMEDD  military  health  care  facilities  of  paramount 
importance  to  the  successful  accomplishment  of  my  readiness 
mission.   These  quality  medical  treatment  facilities  provide  the 
least  costly  source  of  health  care  for  all  military  beneficiaries 
and  comprise  the  vital  base  for  ensuring  the  ready  availability 
of  a  trained,  motivated,  and  viable  force  of  military  health  care 
professionals.   Effective  health  care  teams  trained  with  a  keen 
appreciation  of  our  military  beneficiaries  and  responsive  to 
senior  Army  leadership  are  critical  to  the  future  of  Army  health 
care. 

Last  year  this  committee  provided  the  Army  Medical 
Department  with  significant  support  to  build  a  new  hospital  at 
Ft.  Bragg  and  to  start  the  construction  of  the  new  Walter  Reed 
Institute  of  Research.   I  am  happy  to  report  that  the 
construction  of  the  Ft.  Bragg  hospital  has  begun.   Thank  you  for 
your  support  of  these  important  projects. 

Medical  Research 

Army  Medical  Research  and  Development  Command  (USANRDC) 
continues  to  provide  for  medical  technological  superiority  in 
support  of  the  DoD  mission  to  provide  health  services  and 
products  to  our  forces  during  military  operations.  Products 
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include  health  care  information,  drugs,  vaccines  and  health  care 
diagnostic  services.   Emphasis  is  placed  on  protection  from 
battle  and  non-battle  threats  to  health,  sustainment  and 
amplification  of  individual  operational  capabilities,  and  state- 
of-the-art  medical  management  of  casualties.   Army  medical  R&D  is 
organized  into  the  following  functional  areas:  Military  Disease 
Hazards,  Medical  Biological  Defense,  Combat  Casualty  Care,  Army 
Systems  Hazards,  and  Medical  Chemical  Defense.   Tri-service 
issues  are  addressed  via  Joint  Technology  Coordinating  Groups. 
The  focus  is  on  militarily  unique  requirements  of  field  health 
care  not  adequately  addressed  by  other  public  or  private  health 
care  research  organizations. 

Medical  R&D  performs  challenging  and  critical  missions:  to 
discover,  design  and  develop  military  medical  countermeasures 
against  threats  to  the  health  and  survivability  of  our  forces. 
Sustaining  warfighting  capability  across  the  continuum  of 
conflict,  peacekeeping  and  nation  building  operations  through 
high  intensity  conflict,  is  critical  to  our  national  security 
strategy.   The  USAMRDC  ensures  that  a  state-of-the-art  science 
and  technology  base  is  maintained  and  responsibly  applied  to 
ensure  an  effective  and  efficient  response  to  identified  and 
anticipated  warfighting  requirements.   The  construction  of  the 
new  Walter  Reed  Army  Institute  of  Research  demonstrates  a 
commitment  to  this  goal.   Medical  R&D  material  and  information 
products  are  critical  to  keeping  soldiers  capable  of  performing 
their  assigned  missions.   In  addition,  the  U.S.  public  demands 
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that  unifomed  personnel  be  protected  from  preventable  disease 
and  injury  and  that  the  quality  of  medical  care  for  those  who 
become  sick  or  injured  meets  standards  attainable  in  the  private 
sector . 

Examples  of  recent  Army  medical  R&D  accomplishments  include: 
progress  in  the  development  of  vaccines  and  treatments  against 
dysentery  and  anthrax,  demonstration  of  new  compounds  to  protect 
against  blister  agents,  new  methods  for  treating  burn  patients, 
and  evaluation  of  morale  and  stress  factors  affecting  soldiers' 
performance  during  Operation  Desert  Shield/Storm.   Payoffs  from 
these  efforts  provide  efficiencies  in  three  distinct  areas:  (1) 
efficient  mobilization,  deployment,  and  operations;  (2)  reduction 
in  costs  for  training,  hospitalization,  and  additional  manpower; 
and  (3)  reduction  in  morbidity  (i.e.,  degree  of  sickness  and 
injury  in  a  population  of  individuals)  and  mortality.   The  most 
significant  payback  from  Army  medical  R&D  is  its  impact  on 
mission  effectiveness  by  prevention  of  disease,  sustainment  of 
individual  combat  capability,  and  reduction  of  morbidity. 

Added  to  the  traditional  medical  R&D  mission  is  the  current 
requirement  to  utilize  the  state-of-the-art  laboratory  expertise 
of  today's  Army  health  care  community  to  address  significant 
health  care  problems  plaguing  society  at  large.   The  challenge 
for  the  Army's  medical  R&D  community  has  always  been  to  maximize 
the  return  on  investment.  The  continuing  challenge  for  the  Army 
is  to  recognize  that  these  payoffs  medce  investment  in  medical  R&D 
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one  of  the  most  cost-effective  choices  available  in  an  era  of 
constrained  resources. 

A  New  Direction 

I  am  excited  at  the  opportunity  to  lead  the  Army  Medical 
Department  and  my  role  to  direct  this  organization  into  a  more 
business-like  approach  to  health  care  support.   I  see  the  AMEDD 
as  a  leader  in  quality  health  care  delivery  which  remains  at  all 
times  ready  to  support  our  soldiers,  at  home  and  abroad, 
accessible  to  the  total  Army  family  and  accountable  to  the 
American  people. 

My  foremost  role  as  the  new  Surgeon  General  of  the  Army  is 
to  direct  the  fundamental  reorganization  of  the  AMEDD  to  better 
accomplish  the  complimentary  readiness  and  peacetime  health  care 
missions.   Thoughtful  reorganization  will  adapt  the  AMEDD  for  the 
control  of  change  and  accommodate  a  smaller,  less  resourced 
force.   The  basis  for  change  in  the  AMEDD  is  the  need  for  an 
organization  which  breaks  down  the  barriers  between  provider  and 
administrator,  between  TOE  soldier  and  fixed  facility  staff 
member,  and  between  research  scientist  and  health  care  provider. 
I  have  called  for  all  personnel  to  break  out  of  their  parochial 
areas  of  individual  interests  and  appreciate  the  repercussion  of 
their  actions  throughout  the  whole  system. 

This  teaun  building  approach,  along  with  a  continuous 
emphasis  on  readiness  and  health  care  consumer  focus,  will  be  one 
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of  the  three  primary  themes  I  will  emphasize  for  the  next  four 
years . 

These  three  crucial  issues  -  Readiness.  Customer  Focus,  and 
Team  Building  -  will  be  the  basis  for  the  changes  in  the  ways 
that  the  AMEDD  will  carry  out  it's  responsibilities.   They  will 
be  considered  in  everything  we  do  and  as  an  interrelated 
function,  especially  in  the  Army's  efforts  to  implement  the  DoD 
Managed  Care  Program. 

Gateway  to  Care 

My  transition  program  to  DoD  managed  care,  called  Gateway  to 
Care,  is  well  under  way.   In  many  ways,  the  AMEDD  has  proactively 
pursued  managed  care  as  Gateway  continues  to  develop  well  ahead 
of  definitive  DoD  guidance.   The  Army  continues  to  expand  the 
Gateway  program  to  the  fullest  extent  possible  under  existing 
regulations  and  DoD  guidelines. 

Positive  results  in  cost  containment  are  already  evident  in 
our  treatment  facilities.   Through  March  of  this  year  the  CONUS 
in-catchment  area  CHAMPUS  expenditures  have  decreased  by  8.75% 
while  out  of  catchment  area  expenditures  have  risen  3.67%  when 
compared  to  the  corresponding  period  in  FY92.   Additionally,  out 
of  37  CONUS  Army  catchment  areas  25  have  shown  a  decrease  when 
compared  with  the  same  period  last  year.   Our  long  term  CHAMPUS 
recapture  is  dependent  on  adequate  investments  in  our  direct  care 
system  and  sound  business  practices  of  my  commanders.   Four  of 
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thtt  last  six  Bonths  hsv*  shown  lewsr  CHMfPOS  sxpsmliturss  whsn 
coapsrad  to  last  yoar  and  so  Z  anticipats  that  tha  total  Aray 
CHMCPOS  proqraa  for  PY93  will  ba  slightly  balow  tha  PV92 
axpandituras  of  $1,117  billion.  This  assuaas  that  thara  will  ba 
no  unforsaan  staffing  problaas  within  Haalth  Sarvioas  Coaaand 
which  praeludas  our  diract  cara  af forts. 

Z  a«  also  saaing  positiva  rasults  in  accass  for  our 
patiants.  Ona  saall,  but  isportant  axaapla  is  a  draaatie 
raduetion  in  tha  nunbar  of  patiants  on  waiting  lists  for 
appointaants  at  nany  hospitals.  Zaprovaaant  will  continua  as  tha 
program  avolvas  at  all  Aray  nilitary  traataant  facility  sitas. 

Soaa  Gataway  concapts  ara  taking  root  within  tha  national 
Capitol  Ragion  (NCR) .  Haltar  Raad  Arvy  Nadical  Cantar  is  baiag 
callad  upon  to  accapt  a  highar  laval  of  accountability  and 
rasponsibility  for  tha  totality  of  haalth  sarvioas  in  tha  HCK. 
Haltar  Raad  has  bagun  a  ceoparativa  affort  with  Arvy  hospitals  at 
Ft.  Balvoir  and  Ft.  Naada  to  shara  rasouroas,  and  incraasa  accass 
to  sarvioas.  Priaary  cara  sarvica  is  a  critical  alaaant  of 
eooparation  and  tha  focal  point  of  tha  coeparativa  aodal  baiag 
davalopad  within  tha  MCR.  Z  raaain  daaply  intarastad  in  thU 
affort. 

Gataway  is  an  aaalgaa  of  tha  bast  lassons  wa  laamad  froa 
savaral  aanagad  cara  prograas,  aost  notably  tha  Catchaant  Araa 
Hanagaaant  prograa  and  tha  CBMIPUS  Rafora  Znitiativas.  By 
applying  thasa  lassons,  adding  sound  businass  practicas,  and 
giving  local  hospital  coaaandars  tha  flaxibility  and  rasourcas  to 
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design  and  implement  the  program  best  suited  for  their 
beneficiary  populations,  we  have  developed  a  system  that  will 
enable  us  to  control  costs  without  reducing  quality  and  access  to 
care. 

The  Dependent  Dental  Plan  which  became  effective  on  1  April 
of  this  year  is  another  success  story  worth  noting.   The  efforts 
of  this  committee  to  deepen  the  dental  support  available  to  our 
beneficiaries  is  appreciated.  The  initial  experiences  have  been 
positive  and  illustrate  the  power  of  cooperation  between 
Congress,  The  Department  of  Defense,  and  the  Services. 

Total  Quality  Management 

The  basic  concepts  of  the  Army  Gateway  to  Care  program  and 
it's  elements  of  success  are  woven  within  the  principles  of  Total 
Quality  Management  (TQM) .   The  accountability  of  commanders,  a 
commitment  to  continuous  incremental  improvements,  the 
involvement  of  everyone  (including  customers/patients)  in  a  team 
approach,  and  emphasis  on  quality  service  and  prevention  are 
intrinsic  to  the  Army's  new  action-oriented  management 
philosophy,  not  only  for  the  medical  department  but  for  the  Army 
as  a  whole.   I  do  not  want  to  dwell  at  length  about  all  the 
aspects  of  TQM  and  its  applicability  to  the  AMEDD,  but  I  will 
give  just  two  examples  of  how  we  are  using  these  principles  in 
connection  with  Gateway. 
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First,  continuing  and  expanding  the  Army's  wellness 
maintenance  and  preventive  health  care  programs  is  a  good 
investment.   It  not  only  saves  money  and  human  resources,  but 
avoids  immeasurable  inconvenience  and  suffering  -  factors  which 
cannot  be  incorporated  in  managerial  statistics  but  are  supremely 
important . 

The  Army  Health  Promotion  Program  maintains  the  personal 
readiness  of  our  soldiers  by  identifying  health  risk  behavior. 
Soldiers  with  unhealthy  behaviors  are  educated  in  modifying  those 
behaviors  through  such  program  as  smoking  cessation,  weight 
control,  drug  and  alcohol  abuse,  suicide  prevention  and  stress 
management.   In  addition,  the  Army's  HIV  education  and  testing 
program  focuses  on  controlling  this  20th  Century  epidemic  in 
order  to  save  lives,  maintain  deployability  of  our  forces,  and 
reduce  the  extraordinary  costs  to  the  government  of  caring  for 
HIV-positive  soldiers  and  their  families. 

Second,  another  new  business-like  management  effectiveness 
that  has  been  institutionalized  recently  in  the  AMEDD  is  the 
establishment  of  a  Board  of  Directors  composed  of  the  commanding 
generals  of  all  our  regional  medical  centers  and  subordinate 
commands.   The  members  meet  at  least  quarterly  to  deal  with 
strategic  issues  on  behalf  of  the  whole  command.   The  Board  also 
reinforces  our  move  towards  regionalization  of  our  assets.   Each 
region  is  different  and  requires  a  unique  approach,  but  each  has 
demonstrated  progress. 
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Providing  as  stable  a  business  environment  as  possible  is  an 
absolute  requirement  for  making  any  of  these  concepts  work 
successfully.   We  must  develop  a  reasonable,  consistent  plan  for 
the  futxire  that  will  allow  us  to  design  the  optimal  healthcare 
delivery  system  to  meet  the  needs  of  the  future  Army.   We  must 
also  ensure  a  body  of  operational  rules  and  authority  that 
provide  the  facility  commanders  with  managerial  flexibility  like 
those  found  in  civilian  healthcare  systems. 

The  Challenge 

The  two  biggest  obstacles  to  my  efforts  are  bureaucracy  and 
parochialism.   If  they  are  not  overcome,  they  will  surely  kill 
any  hope  of  improvement  of  the  current  military  healthcare 
system. 

Max  Gammon,  a  well  known  English  health  care  administrator, 
has  developed  a  theory  of  "bureaucratic  displacement"  in  the 
study  of  health  care  systems  that  has  several  interesting 
concepts  which  unfortunately  apply  to  military  health  care 
including: 

*  In  a  bureaucracy,  increased  resotirces  will  be  matched  by  a 
fall  in  production.   This  is  known  as  a  "black  hole  effect" 
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*  Decreased  or  static  resource  input  leads  to 
cannibalization  of  productive  elements  by  non-productive 
elements. 

*  Precipitating  factors  include  large  size,  centralization, 
and  immunity  from  the  competitive  processes. 

Throughout  the  AMEDD  and  our  military  health  services  system 
we  have  to  stop  concentrating  on  and  protecting  our  individual 
parochial  territories  at  the  expense  of  the  whole  system.   Self- 
interests  must  be  subordinate  to  team  goals  for  any  of  our  plans 
to  succeed. 

Eliminating  these  two  serious  threats  to  our  success  will  be 
my  primary  responsibility  as  I  begin  my  tenure  as  The  Surgeon 
General.   I  don't  expect  it  to  be  easy,  but  I  know  I  have  many 
talented  and  dedicated  people  eager  to  help  me  during  the 
upcoming  year.   We  are  already  off  to  a  good  start,  and  I  know  we 
will  succeed. 

Again,  in  the  interests  of  the  military  beneficiary  and 
taxpayer  citizen  I  have  directed  an  organizational  review  of  The 
Army  Medical  Department  and  view  this  as  one  of  my  most  important 
responsibilities  as  Surgeon  General.  In  the  current  environment 
of  expanding  support  requirements  and  shrinking  resources  I  have 
called  on  organizational  experts,  both  within  and  outside  of  the 
Department,  to  consider  the  redesign  of  the  AMEDD  which  will 
promote  efficiency,  preserve  the  benefit,  and  eliminate 
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duplication  or  overlap  of  efforts.   This  effort  will  no  doubt  be 
the  target  of  parochial  and  bureaucratic  interests,  the  obstacles 
already  mentioned.  The  nation  has  been  challenged  to  examine  our 
assumed  efficiencies,  criticize  the  status  quo,  and  promote 
effective  and  efficient  service  to  the  American  taxpayer.  To  that 
end,  I  believe  the  Army  and  the  AMEDD  is  already  living  up  to 
the  challenge  and  is  developing  a  model  for  other  health  care 
systems  to  emulate. 

The  Budget 

To  continue  to  fully  develop  the  success  of  Gateway  to  Care, 
the  health  care  budget  must  allow  for  incremental  improvements 
through  sound  business  practices  accomplished  with  those 
resources  needed  to  promote  clinically  appropriate  standards  of 
care.   Consider  that  the  Army  Medical  Department  now  delivers 
approximately  50%  of  the  DoD  health  care  workload  with 
approximately  41%  of  the  available  health  care  dollars  and  you 
must  realize  that  Gateway  efforts  continue  to  be  a  success  story. 

The  focus  should  remain  on  the  resources  required  by  my 
local  commanders  to  eliminate  unnecessary  and  wasteful  care  and 
fully  educate  providers  and  beneficiaries  to  be  responsible  to 
the  taxpaying  public  for  the  cost  and  utilization  of  this 
treasured  health  care  benefit.   I  view  the  coming  military  health 
care  budgets  with  great  interest  as  an  opportunity  to  refine  the 
Gateway  concept  and  realize  even  greater  efficiencies. 
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The  FY1994/1995  Army  health  care  budget  was  developed  by  the 
Office  of  the  Assistant  Secretary  of  Defense  for  Health  Affairs. 
In  this  first  year  of  full  development  by  Health  Affairs,  the 
Amy's  part  of  the  Defense  unified  medical  budget  submission 
stood  at  $3,487  billion  in  Operations  and  Maintenance,  of  which 
$1,121  billion  was  included  for  the  CHAMPUS  program.   In  order  to 
fulfill  our  health  care  obligations  to  the  Army's  three  million 
beneficiaries  we  must  practice  vigorous  management  actions  such 
as  more  aggressive  utilization  management,  reduced  contract 
reliance,  and  pharmacy  formulary  efficiencies.   While  future 
budgetary  challenges  may  impact  on  implementation  of  GTC 
initiatives,  the  principles  and  business  practices  of  GTC  which 
rely  on  local  hospital  commander  accountability  to  improve 
management  of  health  care  resources  will  be  expected  to  carry  us 
through  these  difficult  times. 


Close 


In  conclusion,  the  Army  Medical  Department  is  proud  of  it's 
service  to  the  nation  in  peace  and  war.   I  reaffirm  my  commitment 
before  you  to  providing  quality  health  care  to  the  soldiers  and 
their  families  that  we  serve.   The  considerable  challenge  is  to 
ensure  that  the  there  is  a  balance  of  resources  available  to 
accomplish  our  complimentary  missions  of  readiness  and  peacetime 
health  care.  Both  call  for  competent  and  capable  treatment  of 
soldiers,  the  retiree,  and  their  families.   The  Army  Medical 
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Department  is  deeply  committed  to  our  efforts  to  conserve  the 
fighting  strength  and  support  our  total  force. 

I  appreciate  this  opportunity  to  appear  before  the  committee 
and  shall  be  happy  to  answer  any  questions  you  may  now  have. 


19 


A? 

61 


[The  statement  of  General  Sloan  follows:] 

DEPARTMENT       OF       THE       AIR       FORCE 

PRESENTATION  TO  TIC  COMIITTEE  ON  APPROPRIATIONS 

SUMOMMITTEE  ON  DEFENSE 

UNITED  STATES  HOUSE  OF  REPRESENTATIVES 


SUiJECT:     OoO  MMIcal  ProgrM 


STATBfKNT  OF:     LiMitWMnt  QMWral  AUiMMsr  M.  Slew 
Suroaon  fiwwral  of  th*  Air  Fere* 


April  1993 


NOT  FOR  PUBLICATION  UNTIL 
RELEASED  BY  THE  HOUSE 
APPROPRIATIONS  COMIITTEE.  UNITED 
STATES  HOUSE  OF  REPRESENTATIVES 


62 


Mister  Chaiman  and  members  of  the  committee,  I  eum  pleased 
to  be  here  to  discuss  the  progress  and  programs  of  the  Air  Force 
Medical  Service.   The  past  year  was  one  of  great  challenge  for 
Air  Force  medicine  as  we  participated  in  the  evolution  toward  a 
smaller  but  stronger  Air  Force.   This  is  a  time  of  change 
unprecedented  in  the  history  of  the  Air  Force,  and  the  Medical 
Service  plays  a  crucial  role  in  that  dynamic  process.   We  are 
dedicated  to  maintaining  high-quality  peacetime  care  for  all  our 
patients  —  active  duty  members,  retirees,  and  their  families  — 
in  an  era  of  rising  costs  and  fiscal  restraint.   At  the  seune 
time,  we  continue  to  focus  on  the  combat  medical  suppoirt  of  our 
people  that  is  necessary  to  accomplish  the  Air  Force  mission  of 
Global  Reach/Global  Power. 

Air  Force  Global  Care;   Improving  Access.  Controlling  Costs 

Consistent  with  the  civilian  medical  community,  we  are 
moving  toward  Air  Force-wide  managed  care  —  what  we  call  "Air 
Force  Global  Care."  We  have  selected  this  name  for  our  managed 
care  program  because  it  fits  well  with  the  Air  Force  concept  of 
Global  Reach,  Global  Power.    We  have  a  responsibility  to  both 
our  patients  and  the  taxpayer;  our  patients  want  and  deserve 
better  access  to  care,  and  the  taxpayer  demands  control  of  costs. 
We  believe  managed  care  is  the  answer  to  both  of  these  important 
needs.   We  know  it  works  in  our  demonstration  efforts,  and  we  are 
confident  that  we  have  the  talent  and  know-how  to  make  it  work 
for  us  across  our  system. 

The  Air  Force  Catchment  Area  Management  (CAM)  demonstration 
projects  —  our  first  efforts  at  Air  Force  managed  care  —  have 
continued  to  meet  their  objectives  of  containing  CHAMPUS  costs, 
enhancing  quality  of  care,  increasing  patient  accessibility  to 
care,  and  improving  patient  and  staff  satisfaction.   The  Air 
Force  has  operated  CAM  demonstrations  at  Bergstrom  AFB,  in 
Austin,  Texas,  and  Luke/Williams  AFBs,  in  Phoenix,  Ariz.,  for 
three  years. 

In  the  CAM  demonstrations,  the  local  medical  facility 
commander  has  control  over  both  the  Operations  and  Maintenance 
(O&M)  and  CHAMPUS  funding  and  is  responsible  for  providing  care 
in  the  military  treatment  facility  or  arranging  for  that  care 
through  a  civilian  network.   The  Air  Force  CAM  projects  feature 
an  enrollment  program,  a  comprehensive  utilization  management 
program,  detailed  management  information  support  system,  patient- 
provider  relations  programs,  and  in-house  case  management 
capabilities  for  high-cost  areas.   Health  promotion,  including 
self-care  and  preventive  care,  are  also  significant  components  of 
our  program. 

In  the  summer  of  1992,  the  command  surgeon's  office  at  Air 
Combat  Command,  the  executive  agent  for  the  CAM  projects, 
conducted  an  internal  assessment  of  the  major  trends  associated 
with  the  projects.   The  results  have  been  very  encouraging  and 
reinforce  our  belief  that  health  care  is  a  local  issue  best 
managed  at  the  local  level. 
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For  example,  our  customer  (provider  and  patient) 
satisfaction  rate  exceeds  98  percent.   CHAMPUS  utilization  has 
been  better  controlled  at  the  CAM  sites  than  in  DOD  as  a  whole. 
While  DOD  had  a  3  percent  decline  in  CHAMPUS  inpatient  admissions 
in  FY  91,  CHAMPUS  admissions  declined  11  percent  at  Luke/Williams 
and  10  percent  at  Bergstrom.   Similarly,  while  DOD 
had  a  4  percent  increase  in  CHAMPUS  outpatient  visits, 
Luke/Williams  had  a  4  percent  decrease  and  Bergstrom  a  9  percent 
decrease.   Relating  these  changes  to  costs,  our  CHAMPUS 
expenditures  decreased  3  percent  at  Luke/Williams  and  increased 
by  only  2  percent  at  Bergstrom,  while  DOD  nationwide  had  a  7 
percent  increase  for  the  same  period.   Although  these  trends  are 
based  on  our  own  internal  assessment,  the  RAND  Corporation  is 
conducting  an  independent  evaluation.   The  first  written  report 
has  not  yet  been  received,  but  the  initial  feedback  from  RAND 
supports  our  findings. 

The  CAM  projects  have  proven  that  the  Air  Force  can 
successfully  implement  managed  care  programs  in  our  facilities. 
The  many  lessons  we  have  learned  from  these  projects  have 
prepared  us  well  to  proliferate  managed  care  programs  throughout 
the  Air  Force  Medical  Service. 

Along  with  our  sister  services,  the  Air  Force  is  ready  to 
transition  to  the  DOD  Coordinated  Care  Program  (CCP)  as  soon  as 
the  implementing  federal  regulations  are  available.   In  the 
interim,  we  are  embarking  on  Air  Force  Global  Care  '93,  moving 
forward  with  our  planning  and  training  efforts  to  prepare  our 
staffs  and  facilities  for  successful  implementation  of  the  CCP 
within  the  current  directives  and  budget  structure.   Full 
implementation  is  targeted  for  the  end  of  FY  95. 

We  are  establishing  Air  Force  Global  Care  service  centers  to 
offer  "one-stop  shopping"  for  all  beneficiaries  and  to  better 
manage  the  patient  referral  process.   We  will  use  the  primary 
care  manager  concept  integral  to  the  CCP  to  the  greatest  degree 
possible  under  existing  authorities  and  programs.   Our  external 
provider  networks  will  be  developed  using  Health  Care  Finder 
agreements.   Providers  will  be  asked  to  serve  as  primary  care 
managers,  process  all  referrals  for  specialty  care  through  the 
military  hospital,  and  agree  to  provide  a  discount  off  the 
CHAMPUS -allowable  reimbursement  rate.   These  networks  will  be 
non-exclusive,  and  any  provider  willing  to  meet  the  minimum 
prerequisites  will  be  allowed  to  participate. 

One  of  the  special  features  to  be  included  in  Air  Force 
coordinated  care  programs  is  InterQual,  a  complete  utilization 
management  review  system.   This  system  assists  in  making 
decisions  concerning  which  diagnoses  to  admit,  where  patients 
need  to  be  admitted,  how  they  are  to  be  cared  for,  and  when  they 
no  longer  need  to  be  in  the  acute  care  setting.   Phase  I  of 
InterQual  implementation  began  in  October  1992.   Phases  II  and 
III  will  be  implemented  in  January  1994  and  February  1995, 
respectively . 
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Air  Force  CCP  also  involves  implementing  patient  education 
progrzuns  designed  to  instruct  patients  on  self-care  techniques, 
with  emphasis  on  when  to  seek  medical  care  and  in  what  setting. 
He  have  had  great  success  with  this  at  our  CAN  sites,  where  any 
patient  —  not  just  an  enrollee  —  was  welcome  to  participate  in 
the  "Take  Care  of  Yourself"  progreun.   Participants  attended  a 
four-hour  training  session  led  by  hospital  staff  and  were  given  a 
book  that  guides  the  patient  in  the  appropriate  use  of  the 
medical  treatment  facility.   The  book  explains  what  symptoms 
require  seeing  a  physician  and  which  don't,  and  how  to  treat 
minor  problems  at  home.   The  program  is  very  popular  with  our 
patients  and  has  helped  decrease  inappropriate  utilization  of 
emergency  room  services  at  our  CAM  sites  by  about  18  percent. 

We  have  many  progreuns  already  in  place  that  provide  the 
strong  foundation  of  medical  management  resources  for  a 
successful  Air  Force  managed  care  program.   Among  these  are  the 
Partnership  program,  the  Health  Care  Finder  progreun.  Primary  Care 
for  the  Uniformed  Services  (PRIMUS)  clinics,  the  Alternate  Use  of 
CHAMPUS  Funds  progreun  and  Air  Force  Management  Efficiency 
program. 

In  addition,  the  Department  of  Veterans  Affairs/DOD  Sharing 
program  is  an  important  resource  in  Air  Force  managed  care. 
These  sharing  arrangements  have  improved  both  cost  control  and 
patient  accessibility  to  care  in  the  more  than  50  Air  Force  MTFs 
that  have  them.   The  natural  evolution  of  these  arrangments  into 
joint  ventures  is  meeting  with  great  success,  and  we  will  be 
expanding  this  program  in  the  years  ahead.   We  currently  have  one 
joint  venture  in  operation  (Kirtland  AFB,  N.M.),  one  under 
construction  (Nellis  AFB,  Nev.),  one  about  to  begin  construction 
(Elmendorf  AFB,  Alaska) ,  one  in  the  design  process  (Travis  AFB, 
Calif.),  and  others  in  the  planning  stages. 

We  have  been  working  very  closely  with  the  staff  of  the 
Assistant  Secretary  of  Defense  for  Health  Affairs  —  ASD(HA)  — 
to  develop  the  automation  support  systems  needed  to  support  the 
CCP.   These  systems  are  being  field  tested  and  will  be  ready  to 
go  in  the  near  future.   We  will  use  these  systems  to  better 
manage  our  provider  networks  and  patient  referral  process  as  soon 
as  we  begin  receiving  them. 

We  are  also  actively  working  with  the  other  services  in 
those  areas  of  the  country  served  by  more  than  one  military 
medical  facility  to  ensure  a  uniform  approach  to  CCP.   These 
areas  include  the  Tidewater  region  of  Virginia,  which  has  already 
implemented  the  CCP  under  special  demonstration  authority  with  a 
progrzua  called  "TRICARE";  Colorado  Springs,  Colo.,  t^ere  Fort 
Carson,  the  Air  Force  Academy  and  Peterson  AFB  are  located; 
Fayetteville,  N.C.,  home  of  Fort  Bragg  and  Pope  AFB;  and  San 
Antonio,  Texas,  the  area  that  includes  Lackland, 
Kelly  and  Randolph  AFBs  and  Fort  Sam  Houston. 
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In  summary,  as  we  pursue  the  proliferation  of  managed  ca^e 
throughout  the  Air  Force  Medical  Service,  many  elements  of  the 
CAM  projects  will  serve  as  the  basis  for  Air  Force  Global  Care. 
They  demonstrate  that  we  can  successfully  apply  proven  managed 
care  principles  in  our  business  of  providing  and  arranging  care 
for  our  beneficiaries. 

Health  Promotion  and  Disease  Prevention 

Because  health  promotion  and  disease  prevention  efforts  are 
vital  to  the  long-term  health  and  well-being  of  our  Air  Force 
family,  they  are  fully  integrated  into  Air  Force  Global  Care. 
These  programs  are  designed  to  achieve  the  goals  of  Healthy 
People  2000.  the  guidelines  presented  by  the  Department  of  Health 
and  Human  Services  for  improving  America's  health  through  the 
year  2,000.   Objectives  include  cutting  health  care 
costs,  preventing  premature  onset  of  disease  and  disability,  and 
helping  those  we  serve  achieve  healthier,  more  productive  lives. 

The  Air  Force  is  actively  involved  in  monitoring  and 
improving  the  lifestyle  behaviors  of  our  members  and  their 
families.   Since  1980,  DOD  has  conducted  five  surveys  of 
military  personnel  to  determine  the  current  prevalence  of 
alcohol,  drug  and  tobacco  use.   In  1985,  health  behavior 
questions  were  added  and,  in  1988,  the  survey  began  to  assess  the 
attitudes  and  knowledge  about  AIDS  transmission  and  prevention. 
This  survey  provides  the  opportunity  to  assess  the  effectiveness 
of  our  health  promotion  and  disease  prevention  educational 
progreuns . 

I  am  proud  to  report  the  Air  Force  has  shown  a  strong 
downward  trend  in  substance  use  and  abuse.   Steady  declines  in 
Air  Force  illicit  drug  use,  heavy  alcohol  use  and  cigarette 
smoking  rates  indicate  our  health  promotions  are  making 
significant  progress.   Only  1.2  percent  of  the  Air  Force 
representative  sample  surveyed  report  illicit  drug  use,  down  from 
12  percent  in  1982.   Air  Force  heavy  alcohol  use  is  10.7  percent, 
down  from  17.7  percent  in  1982.   Cigarette  smoking  in  the  Air 
Force  is  29.2  percent,  decreasing  from  44.1  percent  in  1982.   The 
"good  news"  from  the  1992  survey  is  an  indicator  that  our  health 
promotion  and  disease  prevention  programs  are  effectively 
changing  attitudes  and  behaviors  related  to  lifestyle  among  our 
active  duty  personnel.   However,  we  will  not  rest  on  these 
reported  successes. 

Future  programs  will  look  at  such  issues  as  the  harmful 
effects  of  passive  smoke.   We  are  aggressively  pursuing  a  safe 
environment  for  smokers  and  nonsmokers,  with  the  goal  of  a 
tobacco-free  Air  Force.   We  cannot  overlook  our  responsibilities 
to  improve  the  health  and  readiness  of  our  force  through 
effective  tobacco  reduction  and  other  wellness  programs. 
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A  goal  of  Healthy  People  2000  and  DOD's  Promoting  Health 
2000  program  is  to  increase  the  proportion  of  food  service 
operations  that  offer  identifiable  low- fat,  low-calorie  food 
choices.   A  new  nutrition  program  called  "Check  It  Out"  will 
educate  and  motivate  those  eating  in  Air  Force  dining  halls  to 
select  foods  identified  with  a  high-energy,  eye-catching  logo  as 
the  healthier  choice.   To  determine  our  success  in  modifying 
nutrition  behaviors,  we  will  monitor  selection  of  the  Check  It 
Out  featured  entrees.   In  addition,  we  will  ensure  that 
information  and  food  leUseling  are  in  compliance  with  the  Dietary 
Guidelines  for  Americans  through  periodic  on-site  checks  of  all 
Air  Force  food  service  facilities. 

Another  way  we  are  promoting  healthier  living  for  our  people 
is  through  changes  to  the  Air  Force  physical  fitness  testing 
progreun.   On  Oct.  1,  1992,  we  began  implementing  annual  cycle 
ergometry  fitness  testing  for  all  members  to  help  them  achieve 
and  maintain  adequate  fitness  levels  for  personal  health  and 
military  readiness.   Cycle  ergometry  provides  a  safe,  accurate, 
and  reproduc2Q}le  measure  of  aerobic  fitness.   Our  goal  in  the  new 
progreuoB  is  to  motivate  a  lifestyle  change  that  will  encourage  the 
individual  to  work  at  a  personal  conditioning  program  throughout 
and  beyond  his  or  her  Air  Force  career.   Combat  readiness  begins 
with  the  individual,  and  we  are  confident  that  this  new  progreun 
will  not  only  improve  the  individual's  fitness  for  duty,  but  his 
or  her  quality  of  life  as  well. 

We  are  already  seeing  positive  results  from  the  change  to 
our  fitness  program.   Although  the  Air  Force-wide  program  was 
only  implemented  in  October  1992,  a  segment  of  Air  Force 
Materiel  Command  has  been  using  the  program  for  a  year.   With 
the  lowest  level  of  fitness  being  at  category  I  and  the  highest 
at  category  VI,  their  data  showed  a  complete  "flipflop"  in 
performance  results  after  one  year.   At  the  beginning  of  the 
progreun,  two-thirds  of  the  personnel  tested  in  the  lower 
categories  I,  II  and  III,  with  one-third  testing  in  the  higher 
categories  IV,  V  and  VI.   A  year  later,  only  one-third  tested  in 
the  bottom  three  categories,  with  the  remaining  two-thirds  in  the 
top  three  categories.   For  obvious  reasons,  we're  excited  about 
the  potential  of  this  new  program  to  improve  the  long-term 
fitness  of  our  personnel. 

Base  Closures  and  Transitional  Health  Care 

We  currently  have  11  medical  treatment  facilities  in  the 
Continental  United  States  (CONUS)  remaining  on  the  Round  I  and 
Round  II  base  closure  lists.   Six  of  these  facilities  are 
currently  drawing  down  and  will  cease  operations  by  Sept.  30, 
1993.   The  remaining  five  will  close  during  FY  94/95. 
Additionally,  the  names  of  five  more  facilities  have  been 
identified  for  closure  during  Round  III  and  sent  to  the  Base 
Closure  and  Realignment  Commission  for  review  before  going  to  the 
President  and  Congress  for  approval. 
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We  recognize  the  hardships  many  beneficiaries  may  experience 
as  a  result  of  the  closure  of  military  bases  and  hospitals  in 
their  communities.   In  that  light,  we  are  working  with  the  other 
services  and  DOD  to  meet  the  needs  of  patients  in  closure  areas. 
These  joint  efforts  will  provide  the  context  in 
which  post-closure  health  services  are  to  be  offered.   In  the 
meantime,  the  Air  Force  is  attempting  to  respond  to  the  special 
needs  of  our  patients  in  a  positive  way  by  providing  interim 
health  care  services  through  the  Transitional  Health  Care 
Program,  or  "THCP." 

This  program,  which  has  already  been  implemented  at  a  number 
of  closure  sites,  provides  a  range  of  services  and  capabilities 
that  are  valuable  in  such  circvimstances .   These  include  health 
benefits  advisory  assistance,  a  robust  and  managed  network  of 
providers  who  accept  CHAMPUS  assignment,  provider  locator  and 
referral  support,  and  pharmacy  services.   The  program  will  be 
available  generally  for  a  period  of  two  years  or  less  in  each 
site.   During  that  time,  we  will  implement  a  permanent  solution 
that  DOD  will  offer  in  a  coordinated  care  context. 

At  Myrtle  Beach,  S.C.,  our  first  THCP  implementation  site. 
Air  Combat  Command  personnel  expanded  an  existing  provider 
network  from  about  20  participating  providers  to  more  than  80, 
which  now  encompasses  a  range  of  specialties.   This  expansion 
will  increase  local  service  access  and  ensure  that  more  providers 
will  process  CHAMPUS  claims  for  our  beneficiaries  and  not  balance 
bill  them  for  services.   We  are  also  assisting  in  locating  local 
providers  who  accept  Medicare  assignment.   A  new  beneficiary 
services  center  now  serves  as  the  hub  for  prescription  pharmacy 
services.   The  pharmacy  services  offered  through  the  THCP  provide 
prescription  medications  as  well  as  insulin  and  other  supplies 
for  diabetics  at  no  cost  to  either  our  CHAMPUS  or  Medicare 
beneficiaries  in  the  area.   The  services  sustained  through  the 
THCP  have  been  enthusiastically  received  by  area  beneficiaries. 

Medical  Service  Resources 

The  rising  cost  of  health  care  and  the  ability  to  provide  it 
to  all  beneficiaries  within  limited  resources  is  a  national 
concern  shared  by  the  Air  Force  Medical  Service.   In  FY  92,  the 
Defense  Health  Appropriation  was  created  with  the  resources 
formerly  allocated  to  the  three  services.   Subsequently,  funding 
shortfalls  were  identified  in  late  FY  92  and  FY  93.   Because  of 
the  limited  size  and  timing  of  the  FY  92  shortfall,  it  was 
successfully  addressed  through  a  series  of  one-time  cost  cutting 
and  deferral  actions.   Additional  management  actions  have  been 
implemented  to  address  the  FY  93  shortfall,  but  they  will  not  be 
sufficient  to  cover  the  entire  amount.   A  $160  million 
reprogramming  action  from  non-medical  accounts  for  the  remaining 
shortfall  has  been  forwarded  by  the  Air  Force  to  the  DOD 
comptroller. 
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The  Air  Force  has  been  proactive  in  meeting  the  FY  93 
budgetary  challenges.   Specifically,  my  staff  began  with  a 
thorough  review  of  each  major  command's  medical  financial  progr2u« 
for  FY  93  and  instituted  a  series  of  cost-containment  actions. 
Medical  supply  expenses  were  supported  at  100  percent  of  need  to 
prevent  any  budget  shifts  that  might  impact  the  availeOsility  of 
medicines  and  supplies.   Civilian  hiring  was  targeted  at  93 
percent  of  authorized  spaces.   This  represents  a  relatively 
restrictive  policy  compared  to  the  rest  of  the  Air  Force. 
Numerous  other  policies  were  recommended  to  the  facility 
commanders  for  cost  control,  such  as  eliminating  over-the-counter 
medications  and  replacing  some  high-cost  drugs  with  less 
expensive,  equally  effective  alternatives.   Although  these 
changes  affect  the  manner  in  which  the  staff  provides  care,  they 
should  have  no  significant  clinical  impact  and  will  not 
compromise  the  quality  of  care  received. 

Of  course  our  most  valueible  resource  is  our  people.   We 
continue  to  focus  on  both  the  quantity  and  quality  of  our  human 
resources  —  adequate  numbers  to  provide  the  level  of  services 
our  patients  require,  and  the  top-notch  professionalism  and 
talent  our  patients  have  come  to  expect  from  their  providers. 

Air  Force  medical  manpower  is  projected  to  be  relatively 
sted^le  for  the  near  term.   While  the  active  duty  force  will  be 
reduced  by  approximately  28  percent  by  FY  99,  the  Medical  Service 
will  be  reduced  by  about  4  percent  through 

FY  99.   This  is  the  result  of  the  FY  91  Authorization  Act,  which 
established  a  medical  manpower  floor.   The  Medical  Service  will 
redistribute  all  medical  manpower  assigned  to  bases  scheduled  to 
close  in  FY  93.    As  a  result,  the  average  number  of  medical 
personnel  at  each  facility  will  grow.   These  additional  personnel 
will  allow  us  to  buy  out  selected  costly  medical  contracts. 
Alternate  Use  of  CHANPUS  Funds  projects.  Management  Efficiency 
projects,  and  Partnership  provider  memoranda.   They  also  will 
help  us  to  recapture  CHAMUPUS  costs  in  high-cost  areas. 

Recruiting  and  Retention 

The  Air  Force  Medical  Service  continues  to  attract  the 
highest  caliber  of  health  professionals  through  the  outstanding 
efforts  of  the  U.S.  Air  Force  Recruiting  Service.   In  FY  92,  the 
Recruiting  Service  exceeded  the  Nurse  Corps,  Dental  Corps, 
Medical  Service  Corps  and  Biomedical  Service  Corps  recruiting 
goals,  and  produced  more  than  200  Medical  Corps  accessions  —  the 
most  in  recent  history.   We  still  have  difficulty  attracting  and 
keeping  people  in  some  provider  specialties,  to  include  family 
practice,  orthopedics,  OB/GYN,  radiology,  endodontics  and  nurse 
anesthesia.   Physical  therapist,  optometrist  and  physician 
assistant  staffing  has  improved  recently,  yet  remain  specialties 
of  continued  concern. 
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The  Financial  Assistance  Program  continues  to  be  a 
resounding  success.   More  than  150  residents  have  participated  in 
the  progreun  since  it  began  in  February  1990.   The  Nurse  Accession 
Bonus  is  another  continuing  success  story.   More  than 
96  percent  of  eligible  nurse  recruits  have  taken  this  bonus.   To 
remain  competitive  with  the  civilian  market,  we  need  innovative 
recruiting  inducements. 

Medical  Service  retention  decreased  in  all  corps  during 
FY  92,  most  severely  in  the  Nurse  Corps  and  least  severely  in  the 
Medical  Service  Corps.   Possible  contributors  to  this  decline  are 
the  expiration  of  the  initial  multi-year  special  pay  contracts 
for  Medical  Corps  personnel,  expiration  of  the  Stop/Loss  progreun 
implemented  during  Operation  Desert  Shield/Storm,  and 
participation  in  separation  incentives  by  selected  officers. 

The  Air  Reserve  Components  are  having  some  physician 
staffing  difficulties  since  operations  in  the  Persian  Gulf. 
Although  retention  in  the  Air  Force  Reserve  Individual 
Mobilization  Augmentee  (IMA)  progreun  causes  us  some  concern,  the 
Air  Force  Reserve  unit  progriun  has  suffered  fewer  losses.   Air 
National  Guard  retention  has  remained  steible.   Dissatisfaction 
with  financial  implications  and  the  necessary  time  commitment 
are  reasons  for  this  persistent  loss  of  physicians. 

With  the  dynamics  of  the  global  political  environment  and 
the  focus  on  the  reserves  as  a  readily  available  manpower 
resource,  physicians  are  finding  the  selected  reserve  less 
attractive.   Your  action  in  the  FY  91  Defense  Authorization 
Act  —  citing  professional  special  pay  as  the  way  to  correct  the 
financial  inequity  reservists  experienced  —  should  help  reverse 
this  trend. 

Quality  Health  Care 

As  key  contributors  to  a  Quality  Air  Force,  we  have  followed 
the  line  of  the  Air  Force  lead  in  implementing  quality 
improvement  principles,  focusing  on  training  to  properly  learn 
the  tools  of  Total  Quality  Management.   We  have  embraced  the 
process  approach  to  quality  improvement. 

The  quality  of  care  we  provide  our  beneficiaries  is  the  best 
ever.   The  DOD  Civilian  External  Peer  Review  Program  has  reviewed 
more  than  67,000  Air  Force  cases  since  1987.   Only  about  4 
percent  of  the  cases  completely  reviewed  offered  any  opportunity 
to  improve  care. 

The  Air  Force  has  completed  its  second  full  year  of 
participation  in  the  Maryland  Hospital  Association  Quality 
Indicator  Project.   This  outcome-oriented  program  measures  15 
specific  quality  indicators  within  our  66  Air  Force  inpatient 
facilities.   Our  rates  continue  to  be  better  than  the  norm  when 
compared  with  the  more  than  400  hospitals  participating  in  the 
project.   Specifically,  neonatal  mortality  and  perioperative 
mortality  maintain  almost  a  zero  rate.   Our  immunization  programs 
are  comprehensive  and  very  successful. 
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We  are  pleased  with  the  expansion  of  the  Dependent  Dental 
Plan  and  appreciate  your  efforts  in  making  it  happen.   The  plan 
now  includes  a  full  spectrum  of  dental  benefits.   Our  patients 
have  received  the  new  plan  with  enthusiasm,  and  we  are  delighted 
with  the  outstanding  opportunity  it  offers  to  enhance  the  oral 
health  of  our  active  duty  family  members. 

The  quality  of  Air  Force  care  is  high  because  our  efforts  to 
keep  our  people  healthy  go  well  beyond  the  clinical  arena.   The 
Air  Force  Medical  Service  plays  an  active  role  in  environmental, 
safety  and  occupational  health  programs,  and  is  a  long-standing, 
recognized  leader  in  protecting  human  health  and  the  environment. 
Our  programs  for  monitoring  environmental  exposures  and 
protecting  employee  and  community  health  have  been  at  the 
forefront  of  science  and  public  policy.   In  fact,  regulatory 
agencies  consistently  rate  the  Air  Force  programs  as  some  of  the 
best  they  have  seen. 

We  are  heavily  involved  in  risk  evaluations  associated  with 
the  Agency  for  Toxic  Substances  and  Disease  Registry;  legislation 
such  as  the  Clean  Air,  Safe  Drinking  Water,  and  Clean  Water  Acts; 
lead-based  paint  and  Radon  detection  and 

mitigation;  and  base  closures.   Air  Force  commanders  understand 
the  importance  of  our  environmental,  safety  and  occupational 
health  programs  and  are  graded  on  how  well  they  execute  and  meet 
program  goals.   These  programs  are  not  optional  —  they  are 
essential  to  sustaining  the  operational  mission. 

Recognizing  the  need  for  an  in-house  resource,  the  Air 
Force  chief  of  staff  called  for  the  development  of  the  Air  Force 
Center  for  Environmental  Excellence.   This  field  operating 
agency,  established  in  June  1991,  reports  to  the  Air  Force  Civil 
Engineering  community  to  provide  the  full  range  of  technical  and 
professional  services  to  the  Air  Force  in  areas  related  to 
environmental  restoration  and  planning,  pollution  prevention, 
architectural  design  and  construction  management.   The 
contributions  of  Air  Force  Medical  Service  bioenvironmental 
engineers  are  crucial  to  these  efforts.   The  center's 
outstanding  work  is  proof  of  the  Air  Force's  commitment  to 
creating  and  maintaining  a  safe  environment. 

We  recognize  that  education  of  our  personnel  and  their 
families  is  the  key  to  reducing  emotional  and  mental,  as  well  as 
physical,  health  problems.   Nowhere  is  this  more  evident  than  in 
our  Family  Advocacy  Program.   In  addition  to  providing  treatment 
services  for  families  already  identified  as  having  experienced 
maltreatment,  and  conducting  research  that  is  proving  our 
services  are  making  a  difference  for  those  families.  Air  Force 
Family  Advocacy  is  focusing  on  prevention  research,  addressing 
the  potential  for  family  violence.   Our  research  targets  at-risk 
parents  and  is  documenting  reduced  family  conflict  and  abuse 
potential  before  an  incident  of  abuse  even  occurs.   Systematic 
prevention  services  are  also  being  evaluated  through  our 
collaborative  research  with  Father  Flanagan's  Boys  Town.   Because 
more  and  more  of  our  Air  Force  families  are  requesting 
the  Boys  Town  Common  Sense  Parenting  Program,  we're  expanding 
that  prevention  program. 
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We  believe  education  has  also  had  a  major  Impact  on  the 
level  of  Post-Traumatic  Stress  Disorder,  or  PTSD,  in  our  combat 
veterans.   In  an  attempt  to  better  gauge  the  occurrence  of  PTSD, 
we  have  analyzed  the  numbers  and  types  of  medical  events  and 
evacuations  involving  psychiatric  casualties  from  both  Operation 
Desert  Storm  and  Operation  Restore  Hope  (Somalia) .   Based  on 
experiences  in  previous  military  operations,  we  have  developed 
peer-led,  pre-operational  briefings  and  post-operational 
debrief ings.   We  have  made  these  briefings,  as  well  as  referral 
to  mental  health  professionals,  available  to  Air  Force  personnel 
through  Air  Force  and  Army  providers  and  programs.    Because  of 
these  efforts,  we've  had  very  few  instances  of  personnel 
diagnosed  with  PTSD  in  either  operation  —  in  fact,  lower  than 
any  previous  conflict  within  the  same  duration  of  time.   We  will 
continue  to  monitor  the  impact  of  our  preventive  and  early 
treatment  services. 

Medical  Readiness 

Medical  readiness  continues  to  be  our  number-one  priority. 
As  world  events  demonstrate,  we  must  be  ready  to  meet  the 
challenges  of  a  more  mobile  and  flexible  response  to 
contingencies  while  we  pursue  our  efforts  in  drawing  down  to  meet 
the  new  force  structure. 

While  roles,  missions  and  functions  of  the  military  are 
undergoing  significant  change,  the  primary  function  of  the  Air 
Force  Medical  Service  remains  constant:   to  provide  trained  and 
equipped  medical  personnel  with  the  capability  to  assure  the 
highest  quality  of  medical  care  to  Air  Force  combat  and  theater 
support  forces.   We  can  achieve  this  mission  while  adapting  to 
those  changes  in  our  military  posture  and  global  commitments. 
Downsizing  and  reduced  forward  presence  have  generated  the  need 
to  maintain  capability  by  enhancing  our  medical  readiness 
flexibility  and  mobility  and  the  integration  of  our  Air  Reserve 
Component  into  medical  theater  support  planning. 

We  are  continuing  the  reductions  of  our  large  prepositioned 
DEPHEDS  contingency  hospitals  in  Europe  and  the  Pacific.   At 
completion  in  FY  94,  we  will  have  only  four  contingency  hospital 
sites  in  Europe,  down  from  nine  sites,  and  one  in  the  Pacific, 
down  from  three.   Surplus  materiel  from  these  deactivated 
contingency  hospitals  will  be  used  to  fill  other  Air  Force 
requirements  or  those  of  the  other  services.   Upon  completion, 
all  residual  materiel  will  be  offered  to  the  humanitarian 
assistance  program. 

Because  of  the  changed  world  situation,  we  have  a  decreased 
requirement  for  prepositioned  facilities,  and  a  greater  need  for 
more  mobile  resources.  Therefore,  the  DEPMEDS  air  transportable 
hospital,  commonly  referred  to  as  the  ATH,  has  now  become  the 
assemblage  of  necessity.  We  are  in  the  process  of  slightly 
modifying  the  contents  of  the  ATH  to  support  extended  periods  of 
non-combat  medical  care  as  well  as  accommodating  the  increase  in 
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feaale  personnel  with  greater  gynecological  capability.   He  are 
also  increasing  the  naximuo  size  from  50  beds  to  90  beds  by 
providing  a  hospital  surgical  expansion  package  of  40  beds  with 
two  operating  tzUsles.   This  addition  will  allow  us  to  tailor  the 
ATH  to  the  nission  with  increments  of  14,  25,  50  or  90  beds. 
Your  continued  support  for  maintenance  of  the  downsized 
wartime  assemblage  program  is  critical. 

In  the  area  of  medical  readiness  training,  several  changes 
have  been  implemented.   During  the  past  year,  we  have  been 
reviewing  and  revising  training  policies  to  ensure  effective  and 
efficient  use  of  training  time  and  dollars.   We  are  accomplishing 
this  by  focusing  on  mission-specific  training,  eliminating 
redundancies,  and  providing  greater  flexibility  to 
our  major  commands  and  unit  commanders  in  specifying  training 
requirements.   The  advantage  of  the  mission-specific  training 
concept  is  its  responsiveness  to  changes  in  "threat"  and  changes 
in  our  medical  unit  missions.   This  concept  also  promotes  an 
outcome-oriented  focus  vs.  a  compliance-oriented  prograun.   In  the 
tri-service  arena,  we  are  working  with  our  service  counterparts 
to  conduct  a  comprehensive  review  of  all  medical  readiness 
training.   We  will  look  at  duplicative  training  efforts  and  will 
evaluate  the  feasibility  of  additional  joint  training.   The 
bottom  line  is  getting  the  most  for  our  training  dollar  while 
maintaining  our  readiness  posture. 

Restructuring  of  Guard  and  Reserve  units  is  continuing,  in 
response  to  both  the  "lessons  learned"  from  Operation  Desert 
Storm  and  to  the  planning  and  operational  requirements  of  the  new 
planning  cycle.   The  aeromedical  evacuation  Unit  Type  Code  (UTC) 
restructure  plan  is  complete  and  will  be  implemented  this  fiscal 
year.   The  medical  unit  UTC  restructure  plan  is  nearing 
completion.   Once  the  restructuring  is  fully  completed,  we  will 
have  an  improved  flexibility  for  mission  tasking  and  an  enhanced 
"mirror  image"  relationship  between  active  and  reserve  units. 

In  the  aeromedical  evacuation  arena,  we  anticipate  DOD  will 
approve  the  proposal  of  the  U.S.  Transportation  Command 
(USTRANSCOM)  to  assume  process  management  responsibility  for 
aeromedical  evacuation  regulating.   Implementing  this  proposal 
will  establish  USTRANSCOM' s  new  mission  of  intertheater  medical 
regulating,  enabling  the  command  to  enhance  the  aeromedical 
evacuation  system's  eUoility  to  manage  and  monitor  patients 
throughout  the  evacuation  process.   The  mission  transfer  to 
USTRANSCOM  will  also  facilitate  the  support  of  future 
contingencies  without  disrupting  the  system's  day-to-day 
operations. 

We  expect  delivery  of  44  Boeing  767  Medical  Civil  Reserve 
Fleet  (CRAF)  shipsets  to  be  completed  this  year.   These  shipsets 
are  used  to  convert  commercial  aircraft  to  accommodate  litter  and 
ambulatory  patients.   We  are  continuing  to  pursue  commitment  of 
aircraft  to  this  program,  as  we  have  only  13  aircraft  committed 
to  date. 
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Although  many  people  consider  the  world  a  safer  place  today 
following  the  many  momentous  geopolitical  changes  that  have 
occurred  in  recent  years,  I  can  assure  you  that  the  military's 
business  has  not  dropped  off!   Speaking  from  the  Medical  Service 
perspective,  the  Air  Force  is  working  closely  with  the  Army  and 
Navy  in  a  spirit  of  true  interservice  cooperation  to  help  people 
in  need  around  the  world.   Each  service  brings  to  these  efforts 
its  unique  abilities,  experience  and  resources.   Together,  we 
complement  each  other  in  a  manner  that  will  be  ever  more  crucial 
in  the  years  ahead  as  we  perform  our  mission  in  a  new  global 
environment. 

The  Air  Force  Medical  Service,  like  our  sister  services,  is 
dedicated  to  its  role  in  international  efforts  to  relieve  human 
suffering  and  provide  humanitarian  assistance  and  disaster 
relief.   The  Air  Force  stood  ready  to  give  aeromedical  evacuation 
and  medical  support  to  disaster  victims  from 

Hurricane  Andrew  when  it  hit  Florida  in  August  1992.   We  erected 
a  14-bed  air  transportable  hospital  at  Homestead  AFB  to  support 
recovery  efforts  and  established  a  satellite  pharmacy  and  health 
benefits  advisory  operation  for  eligible  beneficiaries  from  the 
base  and  the  surrounding  area.   In  support  of  Operation  Restore 
Hope,  the  Air  Force  deployed  240  medical  personnel  to  participate 
in  relief  operations,  and  some  100  remain.   The  aeromedical 
evacuation  support  system  is  still  in  place  and  includes  a  25-bed 
ATH  at  Cairo  West  plus  strategically  placed  air  transportable 
clinics  throughout  the  theater. 

Health  Care  Reform 

As  of  the  date  of  this  statement,  the  details  of  the 
President's  health  care  reform  package  are  not  yet  known. 
However,  I  am  confident  that  Air  Force  health  care  will  be 
compatible  with  the  major  elements  of  the  reform  program  and  can 
compete  as  an  accountable  health  plan.   Many  of  the  features  of 
the  managed  competition  approach  have  been  in  place  in  the  Air 
Force  for  some  time  now:   We  use  global  budgets;  we  offer  a 
standardized  benefits  package;  individuals  have  choice  in  their 
health  care  plans;  there  is  no  exclusion  for  health  status  or 
pre-existing  conditions;  and  all  those  in  one  plan  pay  the  same 
rates.   Nevertheless,  Air  Force  health  care  will  change  as  a 
result  of  national  health  care  reform.   While  we  must  retain 
sufficient  capability  to  meet  our  readiness  requirements,  the 
capacity  of  our  system  above  that  level  could  well  be  based  on 
our  ability  to  compete  on  a  level  playing  field. 


Members  of  Congress,  the  men  and  women  of  the  Air  Force 
Medical  Service  are  in  your  debt  for  enabling  us  to  fulfill  our 
vital  mission  to  this  great  nation,  and  I  urge  your  continued 
support  in  the  challenging  years  ahead. 
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Surgeon  General  o£  the  Navy 


vice  Admiral  Donald  F.  Hagen 

Medical  Corps 

United  State*  Navy 


Vice  Admiral  Donald  F.  Hagen  became  the  thirty-firet  Surgeon 
General  of  the  Navy;  Director  of  Naval  Medicine;  and  Chief,  Bureau  of 
Medicine  and  Surgery  on  28  June  1991. 

A  native  of  Williston,  North  Dakota,  Vice  Admiral  Hagen  grad- 
uated ft-om  high  school  in  19SS.  After  receiving  his  B.A  degree  in  1959 
from  Concordia  College,  Moorhead,  Minnesota,  he  began  his  medical 
education  at  the  University  of  North  Dakou.  In  1961  he  transferred  to 
Northwestern  University  where  he  received  his  medical  degree  in  1963. 
Following  completion  of  his  internship  at  Los  Angeles  County  General 
Hospital,  he  was  oommissioned  in  the  Navy  in  1964. 

After  completing  Field  Medical  Service  School  at  Camp  Pendle- 
ton, California,  Vice  Admiral  Hagen  served  as  a  batulion  surgeon  with 
the  Marine  Corps  in  Vietnam,  followed  by  a  tour  of  duty  with  Fleet 
Marine  Force  Headquarters,  Hawaii.  Beginning  in  1966,  he  served  as  a 
general  medical  ofRcer  aboard  the  hospital  ship  USS  REPOSE  (AH  16) 
off  the  coast  of  Vietnant  Following  his  assignment  as  a  general  medical 
officer  at  the  Naval  Training  Center,  San  Diego,  he  returned  to  Vietnam 
where  he  served  as  a  staff  surgeon  with  the  Navy's  Riverine  Assault 
Forces,  Mekong  Delta. 

He  completed  his  surgical  residency  at  the  Naval  Hospital,  Ports- 
mouth, Virginia,  in  1973  and  then  had  a  series  of  assignments  as  Chief  of 
Surgical  Services  at  the  Naval  Aerospace  and  Regional  Medical  Center,  Pensacola.  Florida;  the  U.S.  Naval  Hospiul, 
Yokosuka,  Japan;  and  the  Naval  Regional  Medical  Center,  Jacksonville,  Florida. 

In  1981  he  reported  as  Director  of  the  Contingency  Planning  Division  at  the  Bureau  of  Medicine  and  Surgery  io 
Washington,  DC  He  then  became  the  Director  of  the  Medical  Education  and  Training  Division  in  the  Office  of  the  Chief 
of  Naval  Operations. 

During  Vice  Admiral  Hagen's  July  1984  to  September  1986  tour  as  Commanding  OfBcer,  Naval  Hospital,  Camp 
Pendleton,  California,  he  was  selected  for  promotion  to  Oag  rank.  Returning  to  Washington,  DC,  he  served  as  Director, 
Health  Care  Operations  Division  in  the  Office  of  the  Surgeon  General  of  the  Navy.  In  August  1988,  he  became  the  Deputy 
Commander  for  Health  Care  Operations,  Naval  Medical  Command  and  Chief  of  the  Navy  Medical  Corps.  He  served  as 
Commander  of  tbe  National  Naval  Medical  Center,  Bethesda,  Maryland,  from  2  December  1988  to  4  June  1991. 

Vice  Admiral  Hagen's  awards  include  the  Legion  of  Merit  (three  awards),  Bronze  Star  with  Combat  V,  Meritorious 
Service  Medal  (two  awards).  Combat  Action  Ribbon,  and  several  other  personal  and  campaign  awards.  Vice  Admiral  Hagen 
is  a  Fellow  in  the  American  College  of  Surgeons.  He  has  also  received  the  American  Hospiul  Association's  "Federal  Health 
Care  Executive  Award  of  Excellence." 

He  is  married  to  a  former  Navy  nuise,  Karen  Pizzino,  of  Altoona,  Pennsylvania.  They  have  three  daughters,  Dana, 
Lisa,  and  Amanda. 
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INTRODUCTION 

Mr.  Chairman,  thank  you  for  the  honor  of  testifying  before  your  committee  in  support 
of  our  plans  for  shaping  the  future  of  Navy  medicine.  This  has  been  an  exciting  and  eventful 
year  for  both  the  Navy  and  the  Navy  Medical  Department;  a  year  for  setting  a  completely 
new  course  for  the  Navy /Marine  Corps  team.   Navy  medicine  is  an  integral  part  of  this  fast 
moving,  forward  leaning  team  that's  going  to  take  the  Navy  into  the  21st  century.   We  are 
committed  to  providing  quality  health  care  to  ensure  the  health  of  the  Navy/Marine  Corps 
team  while  they  safeguard  our  interests  in  a  new  and  dynamic  security  environment. 

I  ask  you  to  consider,  for  a  moment,  a  typical  day  in  Navy  medicine... November 
18th,  1992.   At  11  a.m.,  LCDR  Stuart  Versman,  Medical  Corps,  United  States  Navy,  had 
just  finished  his  seventh  surgical  procedure  of  the  day  when  the  corpsman  wheeled  in  the  last 
patient,  a  hernia  repair.   The  only  surgeon  assigned  to  this  busy  medical  treatment  facility, 
he  wonders  where  his  morning  has  gone. 

The  rest  of  the  facility  is  busy,  too.   The  nurse  is  admitting  his  second  patient  of  the 
day  to  the  ward;   there'll  be  two  more  by  the  end  of  the  day,  including  a  medevac  from  a 
nearby  smaller  treatment  facility. 

The  ambulatory  care  staff  has  had  a  particularly  hectic  morning,  and  by  the  end  of  the 
day  they  will  have  seen  51  patients.   This  load  has  kept  the  crew  in  ancillary  services  busy  as 
well.  The  X— ray  tech  will  shoot  20  films  before  he  calls  it  a  day;  Petty  Officer  Grubbs  will 
fill  65  prescriptions;  and  the  corpsmen  in  physical  exams  will  see  nine  patients  while  being 
frustrated  by  several  no-shows  who  couldn't  break  away  from  their  duties  to  keep  their 
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appointments. 

One  floor  below,  CDR  Smith,  the  oral  surgeon,  is  completing  his  second  surgical 
extraction  of  the  day;  the  dental  technician  quickly  prepares  for  the  next  patient,  who  will 
undergo  a  rather  complicated  jaw  repair  procedure. 

A  typical  day  in  Navy  medicine,  100  miles  off  the  coast  of  North  Carolina,  aboard 
the  carrier  USS  Theodore  Roosevelt. 

As  this  statement  will  affirm.  Navy  medicine's  ability  to  carry  out  its  unique  mission 
through  coordinated  health  care  operations,  efficient  management  of  resources,  with 
dedicated,  highly  skilled  professionals,  makes  it  possible  for  us  to  provide  high  value  in 
health  care  services  to  our  Navy/Marine  Corps  family. 
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MISSIONS  AND  FUNCTIONS 

In  this  time  of  change  and  new  directions,  the  mission  of  the  Bureau  of  Medicine  and 
Surgery  remains  clear:  to  provide  prompt  and  effective  health  care  to  combat  forces  in  time 
of  conflict,  and  to  deliver  cost-effective  health  care  services  in  peacetime. 

The  0£w  policy  direction  for  the  Navy  and  Marine  Corps  team,  as  detailed  in  the 
Navy's  white  paper  "...From  the  Sea,"  calls  for  greater  Navy  and  Marine  Corps  cooperation 
as  well  as  greater  cooperation  among  all  the  services.   Thanks  in  part,  to  the  nature  of  our 
business,  we  have  long  been  on  this  course.   Through  the  Composite  Health  Care  System 
(CHCS)  and  coordinated  care  program  initiatives,  the  services'  medical  departments  have 
drawn  together  and  formed  an  alliance  to  best  serve  our  customers.   I  can't  remember  a  time 
in  my  career  when  Uie  uniformed  services  have  worked  so  closely  together. 

Our  mission  and  functions  are  based  on  a  solid  foundation  that  maintains  an  effective 
balance  among  clinical  care,  education,  and  research.   Access  to  high  quality  clinical  care 
in  a  variety  of  locations  is  essential  to  the  morale,  welfare  and  retention  and,  indeed,  the 
fighting  capabilities  of  our  all  volunteer  force.   Our  teaching  and  training  facilities  provide 
high  quality  medical  care  to  our  beneficiaries,  and  the  education  and  training  needed  to 
maintain  the  medical  force.   Research,  both  basic  and  applied,  provides  the  intellectual 
capital  and  solutions  to  problems  across  the  spectrum  of  peacetime  to  wartime  health  care 
delivery. 

Today,  the  Navy  operates  33  hospitals  in  the  United  States  and  overseas  (three  are 
comprehensive  teaching  hospitals,  one  has  limited  residency  programs,  and  five  are  family 
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practice  teaching  hospitals),  182  medical  clinics,  22  dental  centers  and  ISO  dental  clinics. 
These  are  exclusive  of  medical/dental  facilities  on  U.S.  Navy  ships  or  assigned  to  U.S. 
Marine  Corps  units.    In  fiscal  year  1992,  our  direct  care  system,  including  our  NAVCARE 
clinics,  accounted  for  over  190,000  hospital  admissions  and  over  13,000,000  outpatient 
visits. 

As  the  military  departments  are  downsizing,  we  are  analyzing  the  needs  of  all  our 
facilities  and  working  to  maximize  availability  of  care  while  minimizing  costs.    We  have  had 
some  decisions  made  for  us.   When  the  U.S.  military  left  the  Philippines  this  year,  we  closed 
Naval  Hospital  and  Naval  Dental  Center,  Subic  Bay.   As  a  result  of  the  Base  Realignment 
and  Closure  Commission  (BRAC),  Naval  Hospital,  Philadelphia  became  a  Naval  Medical 
Clinic  last  year  and  Naval  Dental  Center,  Philadelphia  is  scheduled  to  close  this  summer.   In 
addition.   Naval  Hospital,  Long  Beach,  is  scheduled  to  close  in  early  1994  and  will  become  a 
Naval  Medical  Clinic. 

Navy  medicine  reaches  far  beyond  the  walls  of  our  medical  and  dental  treatment 
facilities,  into  institutions  that  provide  training,  specialization,  and  research  activities  that 
support  our  medical  missions. 

The  Naval  Aerospace  and  Operational  Medical  Institute  in  Pensacola,  Florida,  is  the 
focus  of  all  our  aerospace  and  related  operational  medicine  activities.   These  include  graduate 
medical  education  and  training,  longitudinal  health  studies  in  support  of  former  prisoners  of 
war,  and  clinical  consultations  to  the  Fleet  and  Fleet  Marine  Force. 

The  Naval  Ophthalmic  Support  and  Training  Activity  is  located  in  Yorktown, 
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Virginia.   This  facility  provides  prescription  eyewear  and  optical  gas  mask  inserts  for  all 
DoD  active  duty  personnel  and  trains  hospital  corpsmen  as  opticians. 

All  of  the  information  processing  systems  under  our  control  are  developed  and 
coordinated  by  our  Naval  Medical  Information  Management  Center  located  in  Bethesda, 
Maryland.   The  Center  is  playing  a  key  role  in  the  deployment  of  the  Composite  Health  Care 
System  (CHCS)  to  our  medical  treatment  facilities  starting  this  year. 

The  Naval  Medical  Logistics  Command  at  Fort  Detrick,  Maryland,  recommends 
Navy  medical  and  dental  materiel  policies  and  provides  logistic  support  to  the  operating 
forces  and  shore  activities.   It  cooperates  with  other  agencies  to  evaluate  the  effectiveness  of. 
the  wholesale  military  medical  supply  distribution  system. 

The  Navy  Environmental  Health  Center  in  Norfolk,  Virginia,  is  Navy's  equivalent  of 
the  Public  Health  Service's  Centers  for  Disease  Control.   It  is  responsible  for  tracking 
infectious  disease,  for  preventive  medicine  measures,  and  for  environmental  and  occupational 
health. 

The  Naval  Health  Sciences  Education  and  Training  Command,  also  located  at 
Bethesda,  operates  the  Naval  Schools  of  Health  Sciences  and  Hospital  Corps  Schools.   This 
command  also  trains  medical  personnel  and  oversees  outservice  and  inservice  education 
programs. 

The  Bureau  of  Medicine  and  Surgery  also  oversees  medical  and  dental  research, 
investigating  innovative  ways  to  keep  naval  forces  healthy  and  able  to  carry  out  their 
missions.  This  is  accomplished  through  the  Naval  Medical  Research  and  Development 
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Command  in  Bethesda,  Maryland,  which  has  responsibility  for  the  Naval  Medical  Research 
Institute,  Naval  Health  Research  Center,  Naval  E>ental  Research  Institute,  Naval  Medical 
Research  Units,  Naval  Biodynamics  Laboratory,  Naval  Submarine  Medical  Research 
Laboratory,  and  Naval  Aerospace  Medical  Research  Laboratory.   All  of  these  activities 
contribute  materially  to  Navy  medicine's  ability  to  support  the  operating  forces  of  the  Navy 
and  Marine  Corps,  and  to  provide  quality  health  services  to  Navy  and  Marine  Corps 
families — ^active  and  retired. 
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HEALTH  CARE  OPERATIONS 
PLANNING 

We  are  facing  a  time  of  unprecedented  change  and  uncertainty  in  military  health  care. 
Navy  medicine  must  have  in  place  a  clearly  articulated  plan  to  chart  our  course  through  these 
unpredictable  seas.   This  means  being  responsive  to  all  our  customers:   our  Navy/Marine 
Corps  team  operating  from  the  sea,  as  well  as  our  beneficiaries  here  at  home  and  around  the 
world.   To  achieve  this  goal,  I  have  implemented  a  health  care  planning  process  which  will 
forecast  the  health  care  services  required  by  our  customers  and  design  catchment-area- 
specific  managed  care  plans  to  ensure  cost — effective  access  to  those  services.   We  are 
examining  population  demographics;  projected  morbidity;  health  promotion  guidelines;  past 
use  of  services;  the  interrelationships  among  cost,  quality,  and  access  factors;  trends  affecting 
health  care  delivery  policy  and  operations;  outcomes  assessment  and  evaluation;  and  naval, 
federal,  and  civilian  health  care  capabilities  in  each  catchment  area.   From  this  information, 
our  medical  treatment  facility  (MTF)  commanding  officers  will  then  devise  a  plan  for  the 
most  appropriate  way  to  provide  access  to  health  care  within  their  catchment  areas.   This 
planning  process  will  enable  us  to  reach  the  proper  balance  between  making  the  health  care 
business  case  and  ensuring  operational  readiness. 

Through  this  planning  process,  we  will  provide  a  clear  rationale  for  the  sizing  of  our 
active  and  reserve  medical  force.  The  force  is  first  and  foremost  predicated  upon  providing 
mission — essential  health  care  to  operating  forces  and  maintaining  a  peacetime  rotation  base 
to  support  these  mission  essential  activities. 
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OPERATIONAL  READINESS 

The  Navy  is  forward  deployed  and  globally  distributed.   Wherever  Navy  or  Marine 
Corps  personnel  are  deployed.  Navy  Medical  Department  personnel  are  there  to  support 
them.   While  medical  support  for  the  Navy  and  Marine  Corps  operating  forces  is  deeply 
embedded  in  our  direct  care  system,  30  percent  of  Navy  medical  personnel  are  assigned 
outside  fixed  facilities  in  direct  support  of  our  operational  forces  during  peacetime.  Navy 
medicine  is  an  active  participant  in  multi-service  and  multi-national  exercises  designed  to 
increase  our  ability  to  respond  to  the  medical  needs  of  operating  forces  worldwide.   In  fiscal 
year  1992,  Navy  medical  personnel  supported  such  exercises  in  Norway  (Alpine  Warrior, 
Teamwork,  Northern  Wedding)  the  Caribbean  (Ocean  Venture),  and  South  America  (Unitas). 


Operational  Medicine  1992-93 
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Navy  medicine  stands  poised  to  expand  and  capitalize  on  its  traditional  expeditionary 
role.    We  plan  to  reconfigure  some  of  our  Fleet  Hospitals  into  more  flexible,  modularized 
units  that  can  respond  to  unpredictable  threats.   These  assets  are  already  bought  and  paid  for; 
utilizing  them  in  innovative  ways  will  increase  our  flexibility  to  respond  to  the  needs  of  the 
fleet. 
CONTINGENCY  OPERATIONS 

We  are  facing  a  time  of  increased  demands  upon  our  expeditionary  forces.   Navy 
medical  personnel  continue  to  support  Maritime  Interception  Operations  (MIO)  in  the  Red 
Sea  and  the  POW/MIA  operations  as  part  of  the  Joint  Task  Force  Full  Accounting  (JTF-FA) 
in  Southeast  Asia.    Navy  medicine  operates  the  only  U.S.  outpatient  clinic  in  the  Persian 
Gulf  area  (Southern  Watch).   In  addition,  30  Navy  medical  personnel  from  our  CONUS 
hospitals  remain  in  Guantanamo  Bay,  Cuba,  caring  for  HIV-positive  Haitian  migrants  and 
their  families  who  fled  Haiti  during  the  political  unrest  in  late  1991.   If  there  are  significant 
numbers  of  new  migrants  during  1993,  we  will  draw  additional  personnel  from  our  direct 
care  system  to  meet  the  increased  requirement. 

In  early  December  1992,  Navy  and  Marine  Corps  expeditionary  personnel  were 
deployed  to  Somalia  for  relief  operations  providing  security  and  delivering  food  and  medical 
supplies  to  the  starving  population  amidst  the  hostile  tribal  clans  and  warlords.   Once  again, 
Navy  medicine  quickly  deployed  significant  medical  capability  "from  the  Sea."   In  less  than 
two  weeks,  over  400  Navy  medical  personnel,  including  almost  ISO  personnel  with 
specialized  skills  from  our  hospitals  and  research  labs,  were  on  station  off  the  coast  of 
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Somalia.   At  the  same  time,  Navy  medical  personnel  were  providing  care  to  our  forces 
operating  in  the  Adriatic  Sea  off  the  coast  of  Bosnia.  We  are  poised  to  augment  that 
capability  as  necessary. 

This  past  year  provided  numerous  opportunities  for  Navy  medicine  to  participate  in 
humanitarian  assistance  operations.   Navy  medical  personnel  provided  support  to  Southern 
Florida  within  days  of  Hurricane  Andrew.   At  the  same  time,  Guam  endured  the  first  of  five 
typhoons.  Typhoon  Omar  hit  the  island  August  28th  and  caused  $500  million  in  damages. 
Although  extensive  damage  was  sustained,  the  U.S.  Naval  Hospital  Guam  maintained  the 
island's  only  functioning  emergency  room.   On  November  23rd,  the  day  when  the  last 
typhoon  hit,  six  babies  were  bom  at  the  Naval  Hospital.  The  Navy  medical  team  was,  as 
ever,  standing  by  to  assist. 
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MANAGED  CARE 

While  nearly  one-third  of  our  Navy  medical  personnel  are  out  supporting  our 
operational  forces,  providing  humanitarian  relief,  or  participating  in  joint  exercises,  the  rest 
of  the  Navy  Medical  team  is  running  one  of  the  largest  health  care  systems  in  the  world. . 

I  am  acutely  aware  of  the  focus  on  health  care  reform  in  this  nation  today.   We  have 
been  working  aggressively  for  the  last  three  years  to  lead  the  way  in  providing  quality  health 
care  in  a  cost-effective  manner.   Utilizing  the  effective  management  tools  of  Total  Quality 
Leadership,  we  have  developed  initiatives  to  contain  costs,  increase  access,  and  provide 
quality  health  care  to  our  beneficiaries.   Under  the  umbrella  of  managed  care,  we  have  built 
bridges  with  the  community  (Coordinated  Care),  capitalized  on  interservice  cooperation 
(TRICARE),  and  extended  our  options  for  health  care  delivery  to  include  the  Veteran's 
Administration  and  the  Uniformed  Services  Treatment  Facilities. 

A  managed  health  care  network  is  developed  through  local  planning  using  multiple 
alternatives  for  delivering  care  to  satisfy  the  needs  of  a  prescribed  beneficiary  population. 
Navy  medicine  is  working  hard  to  establish  managed  care  as  the  core  of  its  peacetime  health 
care  operations.   Our  continuing  challenge  is  to  provide  access  to  high  quality  health  care  for 
our  beneficiaries  to  meet  their  needs  in  a  cost-effective  and  timely  manner. 

The  Department  of  Defense  is  implementing  managed  care  through  the  Coordinated 
Care  Program  (CCP).   Guided  by  centrally  developed  policies,  local  commanders  are 
responsible  for  providing  cost — effective  health  care  to  all  beneficiaries  in  their  catchment 
areas.   They  are  given  control  of  all  DoD  medical  resources  in  those  catchment  areas,  and 
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are  authorized  to  establish  networks  of  civilian  providers  to  augment  the  capabilities  of 
military  treatment  facilities.    As  presently  designed,  full  implementation  of  coordinated  care 
offers  our  jjeople  three  basic  health  care  delivery  options  that  we  think  are  very  important. 
These  are:  (1)  enrollment  in  Coordinated  Care  Plus  (CC  Plus)  with  assignment  of  a  primary 
care  case  manager,  controlled  specialty  care  referrals,  and  modified  CHAMPUS  cost  shares 
(HMO  type  model);  (2)  access  to  Coordinated  Care  Extra  (CC  Extra),  our  preferred  provider 
network,  with  reduced  CHAMPUS  cost  sharing  (PPO  type  model);  and  (3)  Coordinated  Care 
Standard  (CC  Standard),  the  current  CHAMPUS  indemnity  program.    Health  Care  Finders 
assist  beneficiaries  in  obtaining  needed  health  care  services  within  the  MTF,  the  preferred 
provider  network,  and  other  local  resources. 
CHAMPUS  Reform  Initiative  (CRI):   California  and  Hawaii 

The  CHAMPUS  Reform  Initiative  (CRI)  demonstration  in  California  and  Hawaii  is 
Hearing  the  end  of  its  first  five-year  contract.   Throughout  the  five  years.  Navy  has  been  the 
largest  customer  of  this  Department  of  Defense  contract,  paying  approximately  66  percent  of 
the  cost  and  having  the  majority  of  the  participating  beneficiaries.   I  am  concerned  about  the 
total  costs  of  providing  health  care  services  in  the  CRI  demonstration  areas.   Navy  has  been 
working  with  the  Office  of  the  Assistant  Secretary  of  Defense  for  Health  Affairs  to  determine 
the  financial  implications  of  the  CRI  and  the  long-term  value  of  the  program. 
CHAMPUS  Refonn  Initiative  (CRI):  New  Orleans 

The  New  Orleans  CHAMPUS  Reform  Initiative  Demonstration  project  started 
December  1,  1991.  The  project  is  the  first  major  effort  by  the  Department  of  Defense  to 
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provide  managed  care  services  to  approximately  22,000  military  beneficiaries  living  in  an 
area  not  served  by  a  military  hospital — a  "non  catchment"  area. 

We  expected  to  enroll  2,000  beneficiaries  during  the  first  year.    We  exceeded  our 
most  optimistic  projection,  enrolling  over  6,000.   Enrollment  appears  to  have  leveled  off.   A 
recent  first  year  satisfaction  survey  indicates  that  our  beneficiaries  and  local  providers  are 
very  satisfied. 
TRICARE 

I  am  delighted  that  Navy  was  designated  the  lead  agent  for  implementing  the 
Triservice  Coordinated  Care  Program  (TRICARE)  in  the  Tidewater  area  of  Virginia,  the  first 
triservice  coordinated  care  site.   TRICARE  is  supported  by  a  modification  of  the  CHAMPUS 
fiscal  intermediary  (FT)  contract.   The  FI  developed  a  civilian  provider  network  and  is  one  of 
three  customer  service  centers.   TRICARE  began  operations  on  October  1,  1992, 
coordinating  the  care  provided  through  all  of  the  military  facilities  in  the  area  and  a 
participating  provider  network.   TRICARE  will  begin  operation  of  its  HMO  option  later  this 
year.     During  the  first  month  of  operation,  the  three  TRICARE  service  centers  handled 
14,000  calls;  Portsmouth  alone  has  been  averaging  approximately  1,000  calls  a  day.   I  am 
proud  to  tell  you  that  interservice  cooperation  in  planning  and  implementing  TRICARE  has 
been  superb. 

By  the  end  of  fiscal  year  1994,  Naval  Hospitals  Camp  Lejeune,  Cherry  Point,  Corpus 
Christi,  Beaufort,  and  Great  Lakes  will  also  implement  the  CCP.   Remaining  CONUS 
hospitals  will  implement  the  program  in  fiscal  year  199S. 
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Catchment  Area  Management 

The  Charleston  Catchment  Area  Management  Demonstration  (CAMCHAS)  was 
designed  to  test  the  hypothesis  that  local  control  of  medical  resources  within  a  catchment  area 
can  better  coordinate  overall  health  care  delivery  and  control  growth  in  health  care  costs. 
This  demonstration  project  has  been  very  successful  and  very  well  received.   The  program 
includes  voluntary  enrollment  for  CHAMPUS-eligible  beneficiaries,  encouraged  by  a  50 
percent  reduction  of  the  standard  deductible  and  an  additional  five  percent  reduction  in  cost 
share;  an  extensive  civilian  network  established  to  augment  MTF  capability  (offering 
negotiated  discounts  of  5-40  percent);  and  the  "one  stop"  appointment  service  Health  Care 
Finder,  for  all  beneficiaries.   From  1990  to  1992,  the  cost  per  admission  under  CAMCHAS 
demonstrated  a  lower  rate  of  increase  than  CHAMPUS  costs  in  the  rest  of  South  Carolina. 
Our  success  here  reinforces  our  confidence  in  the  benefits  of  coordinated  care  and  our  ability 
to  manage  the  program. 
Non-Catchment  Area  Management 

With  the  advent  of  base  closures,  the  non-catchment  area  beneficiary  population  is 
growing.   It  is  a  challenge  to  the  military  health  care  system  to  provide  adequate  services  to 
these  beneficiaries.  The  Navy  is  participating  in  efforts  to  provide  high  quality,  accessible, 
cost-effective  health  care  services  to  beneficiaries  who  reside  outside  catchment  areas. 

The  military  health  care  system  offers  the  nation  a  laboratory  for  testing  health  care 
reforms.   It  can  offer  pre — determined  benefit  structures,  at  graduated  costs  to  its  large 
numbers  of  beneficiaries.   It  can  take  advantage  of  its  very  large  purchasing  power  in 
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negotiating  contracts,  while  permitting  local  freedom  in  experimenting  with  delivery 
alternatives. 

Navy  medicine  continues  to  be  involved  in  a  wide  range  of  health  care  delivery 
demonstration  projects.    In  fact,  nearly  60  percent  of  all  Navy  hospitals  are  involved  in 
alternative  care  demonstrations.    Several  of  the  more  significant  ones  are  discussed  below. 

The  Fiscal  Year  1990  Authorization  Act  authorized  DoD  to  use  CHAMPUS  funds  to 
reimburse  the  Department  of  Veterans  Affairs  for  medical  care  provided  under  Department 
of  Defense/Veterans  Affairs  sharing  agreements.  This  change  permits  combining  workload 
to  make  better  use  of  equipment,  services,  and  staff,  and  provides  health  services  for 
Veterans  Affairs  and  Department  of  Defense  beneficiary  populations.  There  are  69 
Navy/VA  agreements  in  effect. 

The  Children  with  Disabilities  project  encourages  MTFs  to  develop  locally 
appropriate  systems  to  manage  access  to  appropriate  services  for  children  with  serious 
disabilities  and  chronic  long-term  health  conditions.   Implementation  of  this  program  is  now 
underway  at  Naval  Hospital,  Jacksonville,  using  a  CHAMPUS  Select  contract  for  case 
management. 

Through  the  European  After-Hours  Emergency  Care  Demonstration,  32 
agreements  have  been  signed  to  provide  after-hours  emergency  care  to  active  duty  service 
members  and  their  families  who  live  in  areas  relatively  remote  from  a  DoD  health  care 
facility  which  provides  24-hour  acute  medical  care.   The  program  is  in  effect  in  Germany, 
Belgium,  Italy,  the  Netherlands,  Spain  and  Turkey.   We  are  awaiting  the  results  of  an 
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evaluation  of  this  demonstration  project  which  will  allow  us  to  make  recommendations  as  to 
the  expansion  of  this  project  into  other  communities  and  include  an  alternative  delivery 
method  for  routine  outpatient  medical  care. 

The  Family  Practice  Model  at  Naval  Hospitals  Newport,  Rhode  Island,  and  Rota, 
Spain,  continues  to  be  enormously  popular  with  patients  and  staff.   During  1992,  Naval 
Hospital,  Keflavik,  Iceland,  established  a  Family  Practice  model  with  primary  care.     The 
initial  evaluation  shows  it  has  been  very  successful  in  controlling  costs  and  has  been  well 
received  by  the  patients.   During  1993,  we  hope  to  establish  another  Family  Practice  model 
at  Naval  Hospital,  Naples,  Italy. 

Navy  medicine  is  committed  to  the  primary  care  model  of  family  practice  that  has 
become  increasingly  popular  with  our  beneficiaries.   I  will  continue  to  expand  the  use  of  this 
model  when  resources  become  available.   Camp  Lejeune,  North  Carolina,  would  be  an  ideal 
location  for  such  services. 

The  most  important  part  of  all  these  initiatives  is  the  ability  to  provide  our 
beneficiaries  appropriate  access  to  a  wider  range  of  health  care  services.   Some,  like  the 
Certifled  Nurse  Midwife  Demonstration  Project,  are  also  reducing  growth  in  CHAMPUS 
costs.  This  program  uses  Certified  Nurse  Midwives,  (all  Nurse  Corps  officers)  supported  by 
staff  obstetricians,  to  provide  the  full  spectrum  of  prenatal,  delivery  and  post — partum  care. 
The  demonstration  project  at  Naval  Hospital,  Camp  Lejeune,  North  Carolina,  is  an 
unqualified  success,  with  high  patient  satisfaction  while  doubling  the  number  of  annual  in- 
house  deliveries  with  a  CHAMPUS  cost  avoidance  of  $1,716,000.  Based  on  the  success  of 
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this  program,  I  have  increased  nurse  midwife  billets  from  four  to  22.  This  will  allow  me  to 
offer  midwifery  services  at  Naval  Hospitals,  Camp  Pendleton,  Bremerton,  Okinawa,  Naples 
and  Twentynine  Palms. 
Health  Care  Contracting 

Providing  for  alternatives  and  flexibility  within  our  health  care  system  is  critical  to  a 
well — rounded  managed  care  program.   Health  care  contracting  continues  to  be  a  primary 
method  of  providing  medical  and  dental  care  that  would  otherwise  be  unavailable  in  our 
treatment  facilities.   Contracting  promotes  competition,  supplements  our  cadre  of  uniformed 
health  care  providers  and  is  an  integral  part  of  the  CCP.   Contracting  provides  flexibility  to. 
respond  to  changing  consumer  demands  and  supply  of  military  providers. 

The  NAVCARE  program  continues  to  be  one  of  our  most  effective  programs  and 
provides  over  one  million  primary  care  clinic  visits  per  year.   This  year,  in  response  to 
patient  concerns  over  waiting  times,  all  of  our  NAVCARE  clinics  have  gone  to  an 
appointment  system.   After  some  birth  pains,  this  system  is  quickly  maturing  and  should 
further  improve  our  beneficiaries*  access  to  care. 

Nonpersonal  and  personal  services  contracts  (NPSCs  and  PSCs)  are  the  two  principal 
methods  of  contracting  for  health  care.   Of  these  two,  NPSCs  typically  require  more  effort 
on  the  part  of  the  government  to  develop,  award,  and  monitor;  the  contractor  works  to 
requirements  identified  in  the  performance  work  statement  and  provides  his  own  malpractice 
liability.   An  example  of  NPSCs  are  our  emergency  medicine/acute  ambulatory  care  (EMAC) 
contracts.   Personal  services  contractors  are  woven  into  the  fabric  of  the  health  care  activity. 
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They  are  supervised  and  scheduled  by  Navy  personnel  in  our  MTFs.   Their  malpractice 
liability  is  assumed  by  the  government  which  reduces  the  cost  of  this  service. 

PSCs  and  NPSCs  will  be  needed  to  meet  the  requirements  of  the  CCP.   I  am 
concerned  that  the  current  compensation  restriction  on  PSCs  limits  the  effectiveness  of  our 
health  care  contracting  initiatives,  and  consequently  limits  our  ability  to  meet  the  demands  of 
a  dynamic  coordinated  care  environment. 
Reserve  Contributory  Support 

Reserve  support  continues  to  be  an  integral  part  of  our  health  care  system.   Our  Navy 
medical  reservists  are  structured  in  units  designed  to  provide  contributory  support  to  our 
MTFs  and  tailored  response  to  contingency  operations.    In  addition  to  training  for 
mobilization,  reservists  provide  patient  care  during  drill  periods  to  supplement  other 
providers.    Reserve  weekend  programs,  including  our  Same  Day  Surgery  Programs  at  the 
National  Naval  Medical  Center  and  Naval  Hospitals,  Oakland  and  Portsmouth,  and  our 
Women's  Health  Care  Clinic  at  San  Diego  are  prime  examples  of  how  reserve  support 
contributes  to  reducing  escalating  CHAMPUS  costs. 

Reservists  also  remain  ready  to  respond  to  crises.   Our  reserve  backfill  program  has 
been  realigned  to  provide  matches  for  active  duty  medical  personnel  who  deploy  with  fleet 
hospitals  or  the  hospital  ships.  Two  reserve  fleet  hospitals  are  receiving  pricmty  manning, 
training,  and  funding  to  ensure  that  they  are  ready  at  all  times.   During  Operation  Restore 
Hope  in  Somalia,  a  database  of  volunteer  reservists  was  established.   Over  eight  percent  of 
our  medical  department  reserves,  1300  reservists,  called  to  volunteer  their  services.   In 
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addition  to  making  us  all  very  proud  of  their  response,  they  will  form  the  core  of  a  per- 
manent database  of  reservists  available  for  voluntary  recall  in  support  of  humanitarian  and 
disaster  relief  missions. 

Another  added  benefit  of  reserve  contributory  support  is  the  talent  and  new  ideas  our 
medical  reservists  bring  from  the  civilian  community.    A  centralized  credentials  review  and 
privileging  system  for  reserve  practitioners  will  soon  be  in  place  to  facilitate  increased 
contributory  support.    We  are  working  with  the  Bureau  of  Naval  Personnel  to  ease  program 
restrictions  and  decrease  processing  time  in  order  to  increase  our  ability  to  use  reserve 
medical  support  for  recurring  and  emergent  medical  needs.   Our  reserve  medical  component 
continues  to  make  an  invaluable  contribution  to  our  health  care  operations. 
MEDICAL  MATERIEL  MANAGEMENT 

One  of  our  real  success  stories  is  the  employment  of  effective  business  practices  in 
logistics  and  materiel  management.  These  efforts  are  focused  on  reducing  the  delivered  and 
total  life-cycle  cost  of  medical  equipment  and  materiel. 

In  June  1992,  BUMED  and  the  Department  of  Veterans  Affairs  reached  their  first 
agreement  to  contract  for  Prime  Vendor  Services  for  consumables.   Prime  Vendor  contracts 
are  designed  to  reduce  procurement,  ordering,  and  processing  times  by  allowing  an  activity 
to  order  goods  through  a  computerized  ordering  system  provided  by  the  vendor.   Benefits  of 
the  Prime  Vendor  contract  include  increased  customer  service  at  the  clinical  level,  reduced 
inventories  and  potential  savings  on  open  purchases.   We  are  now  testing  this  contract 
support  for  pharmaceuticals  and  medical/surgical  materiel  at  12  of  our  hospitals. 
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HEALTH  CARE  FACmiTIES 

We  have  made  significant  progress  on  improving  medical  facilities  for  our 
beneficiaries.   Through  your  long — term  support  we  have  first  class  teaching  hospitals  in 
Bethesda  and  San  Diego.  Your  most  recent  support  for  the  major  construction  to  replace  the 
Naval  Hospital  at  Portsmouth,  Virginia,  is  beginning  to  take  effect  with  the  openins  of  a  new 
parking  structure.   The  $330  million  complex  will  be  the  keystone  of  military  medicine  in 
Tidewater  Virginia  when  it  is  completed  later  this  decade,  and  will  serve  DoD's  largest 
beneficiary  population  well  into  the  21st  century. 

Likewise,  you  have  supported  our  efforts  to  build  smaller  hospitals  and  medical  and  • 
dental  climes  at  various  locations.  Those  facilities  send  a  direct  signal  to  our  sailors  and 
Marines  that  we  care  about  them  and  their  families.   We  have  learned  the  importance  of 
quality  of  life  issues  to  the  morale  and  retention  of  the  all  volunteer  force.   These  facilities 
are  an  insurance  policy  whose  premiums  are  quite  small  when  you  consider  how  costly  it  is 
to  constantly  replace  trained  and  experienced  personnel. 

In  addition  to  rq)lacing  our  older  facilities,  we  have  placed  renewed  emphasis  on  the 
maintenance  of  our  existing  facilities.   We  are  investing  in  the  repair  and  modernization  of 
facilities  to  provide  a  safe  and  efficient  environment  for  patients  and  staff.   Unfortunately, 
our  backlog  of  deficiencies  continues  to  grow  as  our  inventory  ages  and  even  more  stringent 
standards  are  established.  We  are  striving  to  address  this  growing  backlog  by  boosting  the 
maintenance  of  real  property  funding  levels,  but  this  is  dif^cult  in  a  shrinking  budget 
environment. 
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I  would  like  to  continue  on  this  point  but  on  a  different  tack.   I  realize  there  is  much 
concern  over  the  authorization  and  appropriation  of  funds  to  build  new  facilities  overseas.    I, 
too,  wish  we  had  more  host  nation  support  for  such  efforts,  but  that  is  beyond  my  control. 
The  Navy  of  the  future  will  still  be  a  forward-deployed  force  that  requires  logistical  support 
from  overseas  locations.   Our  people  will  be  stationed  in  forward  locations  and,  for  many, 
tour  lengths  will  mandate  that  their  families  accompany  them.   Having  adequate  medical  and 
dental  facilities  to  serve  their  needs  is  paramount  to  our  continued  success.   Many  times 
there  are  no  other  options  for  our  forces~we  must  do  our  best  to  serve  them.   I  ask  you  to 
consider  seriously  the  welfare  of  these  outstanding  men,  women  and  children  before  making 
any  decision  to  eliminate  projects  that  directly  serve  those  who  sacrifice  so  much  so  far  from 
home. 
QUALITY  OF  HEALTH  CARE  OPERATIONS 

The  Navy  Medical  Department's  day — to — day  activities  and  responses  to  the 
challenges  of  the  future  are  being  guided  by  our  continuing  commitment  to  Total  Quality 
Leadership.   The  underlying  phUosophy  of  changing  the  way  we  do  business  by  focusing  on 
our  customers  and  analyzing  our  processes  with  a  view  toward  continuous  improvement  is 
absolutely  vital  to  our  future  success.   The  availability  of  a  quality  health  care  benefit  is  an 
important  factor  in  retention  of  our  Navy  and  Marine  Corps  personnel.   We  continue  to 
educate,  train  and  empower  our  people  to  improve  the  processes  in  which  they  participate. 
We  are  increasing  the  frequency  of  our  team  facilitator  training  and  have  developed  a  series 
of  'second  wave"  courses  to  help  our  leaders  continue  the  quality  improvement  journey. 
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Our  intent  has  been  clearly  proclaimed  through  Navy  Medicine's  strategic  plan, 
"Journey  to  Excellence".   We  will  continue  to  measure  and  analyze  how  we  do  what  we  do 
to  enhance  our  entire  Navy  medical  care  system.   The  results  of  a  field  survey  we  completed 
this  year  showed  nearly  300  teams  examining  issues  throughout  Navy  medicine.     We  are 
beginning  to  examine  the  processes  of  clinical  medicine  to  help  us  continue  improving  care 
for  our  patients.   Such  clinical  "benchmarking"  has  the  potential  to  revolutionize  our  teaching 
and  research  programs. 

The  challenge  of  improving  how  we  do  what  we  do  is  of  overriding  importance. 
With  your  support  and  encouragement,  we  will  continue  to  apply  the  philosophy  and 
concepts  of  Total  Quality  Leadership  to  improve  our  performance  around  the  world. 
Joint  Commission  on  Accreditation  of  Healthcare  Organizations 

In  1992,  the  Navy  once  again  achieved  the  very  highest  standards  of  quality  care. 
Particularly  impressive  was  the  performance  by  Navy  hospitals  and  clinics  in  Joint 
Commission  on  Accreditation  of  Healthcare  Organizations  (JCAHO)  accreditation  surveys. 
A  key  product  of  a  JCAHO  survey  is  the  final  summary  score  given  on  the  Accreditation 
Decision  Grid  --  essentially  the  "Final  Grade"  for  the  treatment  facility  evaluated.   Our 
average  score  to  date  for  hospitals  and  clinics  surveyed  in  1992  is  89.8.   Last  year's  average 
was  87.5.   In  1992,  three  of  our  clinics  and  hospitals  received  accreditation  with 
commendation  (an  honor  the  Joint  Commission  reserves  for  a  very  small  percent  of  the 
hospitals  it  surveys),  and  two  ambulatory  care  clinics  received  a  perfect  score  of  100.  This 
is  particularly  gratifying  in  view  of  our  increasing  emphasis  on  ou^tient  care.   Contrasting 
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these  results  with  the  most  recently  published  JCAHO  average  score  of  80  for  civilian 
hospitals  again  confirms  Navy  medicine's  truly  high  performance  standards. 

JCAHO  Grid  Score  Outcome 

National :  DoD  :  Navy 


E3 


1M9  19N  im  iwa 


Civilian  External  Peer  Review  Project 

Navy  medicine  also  received  high  marks  from  the  Civilian  External  Peer  Review 
Program  (CEPRP).  This  congressionally — mandated  program  examines  specific  aspects  of 
care  in  all  Department  of  Defense  hospitals  and  compares  them  to  pre-determined  standards 
using  a  complicated  computerized  model.   I  am  gratified  to  report  last  year's  performance 
was  on  the  same  superior  level  as  in  previous  years.   Specifically,  Navy  achieved  an  overall 
compliance  rate  of  96. 1  percent  for  the  period  most  recently  reported  (February  1990 
through  September  1991),  during  which  23,S6S  cases  of  care  were  reviewed.   In 
approximately  one  quarter  of  the  areas  studied,  there  were  no  discrepancies  found. 
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Maryland  Hospital  Association  Quality  Indicator  Project 

Navy  continues  to  participate  in  the  Maryland  Hospital  Quality  Indicator  Project. 
This  growing  undertaking  is  receiving  consistently  favorable  recognition  in  the  national  press. 
As  a  research  project,  it  employs  a  series  of  15  critical  clinical  indicators,  that  monitor  key 
areas  of  hospital  performance.   These  include  various  aspects  of  mortality,  infections, 
hospital  admissions,  and  unexpected  returns  to  special  care  units.   Key  areas  of  ambulatory 
care  are  covered  as  well,  an  especially  significant  point  as  we  continue  to  increase  our 
emphasis  on  outpatient  care.   Data  firom  all  Navy  facilities  and  all  other  participating 
hospitals,  including  those  of  the  Air  Force  and  the  civilian  community,  are  aggregated  and  a 
"benchmark"  score  is  generated.   This  score  is  transmitted  to  each  hospital,  allowing  it  to 
identify  comparative  strengths  and  weakness. 


MHA-QIP 

Hospital  Acqoired  Infections 


DUSN 

■  MHA-QIP 


fTfuiaa  quaf«»r«  or  daia> 
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As  in  recent  years,  Navy  again  attained  rates  of  untoward  results  consistently  lower 
than  the  averages  for  the  aggregated  participants.   An  example  of  this  is  our  rate  of  hospital 
acquired  infections  compared  with  the  other  participating  hospitals  over  the  last  four  years. 

In  sum,  this  has  been  a  year  of  superior  performance  and  still  better  quality 
throughout  Navy  medicine. 
PROMOTING  THE  QUALITY  OF  LIFE 

Healthier  lifestyles  improve  the  quality  of  life  and  health  for  most  people.   Choosing 
not  to  smoke  or  to  quit  smoking,  participating  in  regular  physical  activity,  and  eating  less  fat 
prevent  debilitating  disease  and  preserve  precious  health  care  resources.    Prevention  and 
wellness  need  to  be  our  choice  over  treatment  and  illness.   The  Navy  Medical  Department  is 
therefore  committed  to  providing  our  active  duty  members  and  their  families  with  pro-active, 
medically  based  disease  prevention  and  health  promotion  programs. 

This  year  I  have  designated  funds  to  support  Health  Promotion  programs  at  our 
MTFs.   Using  the  basic  principles  of  Total  Quality  Leadership,  managers  can  design  and 
implement  hospital — based  programs  for  their  regional  and  community  populations.  These 
programs  will  focus  on  promoting  physical  fitness,  preventing  tobacco  use  and  substance 
abuse,  preventing  back  injuries,  managing  stress,  controlling  hypertension,  and  improving 
nutrition.     We  continue  to  collaborate  with  the  other  military  services  to  develop  a  DoD 
Health  Risk  Appraisal  tool  and  establish  priorities  based  on  the  nation's  health  promotion 
goals  entitled,  "Healthy  People  2000."   Additionally,  we  are  working  to  develop  a  survey 
instrument  that  can  be  used  routinely  in  the  field,  on  board  ships  and  ashore,  to  help  monitor 
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lifestyle  behaviors  and  evaluate  program  effectiveness.   This  survey  will  allow  commanders 
to  decide  what  health  promotion  initiatives  best  serve  their  commands. 

The  Navy  Medical  Department  is  taking  the  lead  toward  accomplishing  the  "Tobacco 
Free  Navy  by  the  Year  2000"  initiative.    Navy  medicine  continues  to  be  a  strong  advocate  of 
disease  prevention  through  health  promotion  for  all  its  members  and  their  families. 
WOMEN'S  HEALTH  ISSUES 

Women's  health  issues  are  a  major  concern  to  Navy  medicine.   One  of  our  highest 
priorities  is  to  correct  misperceptions  about  the  quality  of  care  provided  to  women  in  our 
beneficiary  population. 

Access  to  care  has  been  perceived  as  a  problem  with  respect  to  pap  smears  and 
mammograms.   In  October  1992,  my  staff  conducted  a  survey  at  50  of  our  medical  treatment 
facilities  that  showed  routine  appointments  were  available  within  four  weeks  for  pap  smears 
in  96  percent  of  the  cases  and  for  mammography  in  100  percent  of  all  cases.    Our 
NAVCARE  sites  offer  routine  mammogram  and  pap  smear  appointments.   Most  are 
scheduled  for  the  day  the  request  is  received. 

We  are  committed  to  continually  improving  the  quality  of  care  provided  to  the  women 
we  serve  at  our  medical  treatment  facilities.   By  July  1993,  notification  of  normal  pap  smear 
results  will  reach  our  female  beneficiaries  within  two  weeks,  with  the  exception  of  isolated 
branch  clinics  and  overseas  duty  stations,  where  the  slides  must  be  mailed  out  and  read. 
Patients  with  abnormal  results  are  already  notified  within  14  days.   In  addition,  all  of  our 
mammography  locations  will  be  certified  by  October  1994,  meeting  the  deadline  required  by 
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the  Mammography  Quality  Standards  Act  of  1992. 
ACTIVE  DUTY  DEPEI«)ENT  DENTAL  CARE 

The  1993  Defense  Authorization  and  Appropriation  Acts  have  expanded  the  Active 
Duty  Dependent  Dental  Plan  (DDP)  to  include  limited  specialty  care.    Dental  care  for 
military  dependents,  unlike  medical  care,  has  been  almost  non-existent  on  a  "space  available" 
basis  in  our  Navy  facilities. 

The  expanded  DDP  will  ensure  that  active  duty  military  dependents  can  obtain  dental 
care  at  a  reasonable  cost  when  their  sponsor  is  stationed  within  the  United  States,  Puerto 
Rico  or  Guam.   I  am  concerned,  however,  about  our  dependents  accompanying  their 
sponsors  overseas  and  our  ability  to  provide  the  same  quality  dental  care  to  these 
beneficiaries  in  the  future. 

RESEARCH  AND  DEVELOPMENT 

Navy  medical  research  is  meeting  our  unique  science  and  technology  requirements 
while  continuing  to  transfer  technology  to  industry  and  to  support  industrial  development  of 
dual  use  medical  technologies.   Navy  medicine  has  managed  industrial  participation  in 
advanced  technology  demonstrations  for  wound  healing,  fteeze-dried  blood  and  hemoglobin, 
and  techniques  for  auditory  processing  of  targets  in  noise.   Our  Broad  Agency 
Announcement  and  Small  Business  Innovation  Research  are  other  mechanisms  for  support  of 
industrial  technologies.   A  Naval  Research  Advisory  Committee  report,  initiated  by  Navy 
medicine  and  provided  to  the  Congress  earlier  this  year,  describes  a  government-industry 
agenda  for  developing  blood  substitutes.   Navy  medical  research  and  development  includes 
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manufacturing  technology  (perfect-fit  dental  prostheses),  industrial  productivity  (aircraft  pilot 
selection),  applications  of  biotechnology  (DNA  amplification  for  transplant  donor  matching 
or  identification  of  biological  samples),  and  development  or  testing  of  high-risk  industrial 
technologies  (e.g.,  vaccines,  pharmaceuticals,  diving  decompression  schedules,  blood 
substitutes,  a  national  marrow  donor  registry,  non-invasive  clinical  chemistry,  resuscitation 
fluids  produced  on  site  from  concentrate).   The  Navy  is  a  leader  in  medical  technology 
sharing,  with  19  cooperative  research  and  development  agreements  in  place  and  eight  more 
in  negotiation. 

In  response  to  a  request  by  DoD  for  the  consolidation  of  R&D  laboratories,  Project 
Reliance,  after  a  series  of  evaluations,  recommended  the  consolidation  of  all  the  services' 
blood  substitute  research  programs  at  the  Naval  Medical  Research  Institute.   Subsequently, 
and  in  addition  to  Project  Reliance,  the  Base  Realignment  and  Closure  Commission  also 
recommended  that  Army  blood  substitute  researchers  at  Letterman  Army  Research  Institute 
join  their  colleagues  at  the  Naval  Medical  Research  Institute.   Our  integrated  Defense 
medical  research  capability  and  industrial  partners  are  meeting  national  needs  for  blood 
substitute  research  and  development. 

The  Navy  is  collaborating  with  scientists  from  the  Henry  M.  Jackson  Research 
Foundation  by  collecting  data  to  support  the  development  of  globally  effective  vaccines 
against  HIV.   Navy  overseas  research  and  development  labs  are  playing  a  major  role  in 
characterizing  HIV  among  populations  in  Africa,  Southeast  Asia,  and  Europe. 
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The  Navy  malaria  program,  based  at  the  Naval  Medical  Research  Institute  in 
Bethesda,  Maryland,  has  received  international  recognition  for  its  efforts  to  develop  vaccines 
against  malaria.   The  remarkable  advances  made  in  this  program  over  the  years  have 
provided  the  foundation  for  deploying  successful  vaccines  in  the  coming  years.   To  succeed, 
we  must  continue  to  provide  substantial  support  for  vaccine  development  and  testing  in 
humans.   Without  such  support,  we  jeopardize  the  health,  readiness,  and  productivity  of  our 
operating  forces  and  the  2.1  billion  people  who  live  in  malarious  areas  of  the  world. 

In  recent  military  operations  in  Southwest  Asia  and  Somalia,  we  were  able  to  deal 
with  natural  and  man-made  threats  to  our  personnel  because  we  deployed  high-technology 
equipment  and  uniformed  research  scientists  from  Navy  medical  research  and  development 
laboratories.   We  rapidly  diagnosed  q>idemic  infectious  diseases  and  provided  preventive 
treatment  using  Navy  medical  developments.  We  used  innovative  biological  defense 
technology  developed  by  Navy  scientists. 

At  the  request  of  the  Joint  Task  Force  Commander  for  Operation  Restore  Hope,  Navy 
medical  research  and  development  personnel  established  the  Joint  Forward  Laboratory  (JFL) 
and  the  Army  set  up  a  Disease  Surveillance  Team  in  Mogadishu,  Somalia.  The  addition  of  a 
rapid  diagnostic  laboratory  Ciq»bility  by  the  JFL  closely  linked  with  an  in-theater  disease 
surveillance  program  allowed  for  the  rapid  and  accurate  collection  of  epidemiologic  and 
clinical  information  on  all  admitted  diarrhea  and  fever  patients.   For  the  first  time  ever,  U.S. 
forces  in  the  field  had  near  real-time  diagnostic  capability  which  allowed  timely  and 
appropriate  referral  and  treatment  of  patients  with  infectious  diseases. 

29 


105 


VADM,  D.  F.  Hagen,  Surgeon  General  U.S.  Navy 

RESOURCES 
MANPOWER  AND  PERSONNEL 

Nothing  measures  our  preparedness  and  value  to  this  country  more  than  Navy 
medicine's  ability  to  respond  to  any  situation  with  the  right  people.   Recruiting  and  retention 
efforts  are  directed  toward  ensuring  we  have  the  best  uniformed  medical  personnel  available. 
As  I  stated  earlier,  our  system  must  maintain  a  balance  between  clinical  care,  education  and 
research;  this  balance  is  critical  in  attracting  and  retaining  quality  people  who  are  in  turn 
capable  of  responding  to  any  contingency. 

Like  the  other  military  services,  the  Navy  is  getting  smaller.   However,  while  the 
active  duty  force  is  decreasing  significantly,  our  beneficiary  population  is  not  shrinking 
proportionately. 

Medical  Department  Personnel 

Fiscal  Year  1992  Endstrength 


Enlisted 
30561 


Offleen 
12207 


CivOiaBS 
12090 


30 


106 


VADM,  D.  F.  Hagen,  Surgeon  General  U.S.  Navy 

The  Fiscal  Year  1993  Authorization  Act  protects  our  current  authorized  staffing  levels 
of  12,510  officers  and  over  30,000  enlisted  hospital  corpsmen  and  dental  technicians.  Our 
civilian  personnel  round  out  this  quality  health  care  team.   We  are  developing  more  precise 
tools  for  assessing  endstrength  requirements  through  our  strategic  planning  process. 

Officer  personnel  within  the  Navy  Medical  Department  include  Medical,  Dental, 
Nurse  and  Medical  Service  Corps  officers.   In  addition.  Technical  Nurse  and  Physician 
Assistant  Warrant  Officers  round  out  our  Nurse  and  Medical  Service  Corps,  respectively. 
Our  medical  department  provides  a  multi-disciplinary  team  of  dedicated  health  care 
professionals  who  direct  the  day-to-day  operations  of  hospitals,  clinics,  wards,  and 
laboratories  on  shore  and  at  sea. 

MEDICAL  DEPARTMENT  OFFICERS 

ENDSTKENGTn  FOR  FV  92 


Dental  Corpi 
1575 


2S31 

Medical  Service  Corpf 
(2«  PA/WO) 


Medical  Corps 
4360 


Nnrsc  Corpi 

3301 
(120  TNWO) 


31 


107 


VADM,  D.  F.  Hagen,  Surgeon  General  U.S.  Navy 

Medical  Corps 

We  are  actively  developing  a  zero — based  requirements  model  that  will  allow  us  to 
ensure  that  we  continue  to  meet  our  wartime,  contingency,  and  peacetime  medical  corps  and 
support  requirements.   The  provider  mix  (primary  care  versus  specialty)  necessary  to  do  this 
is  under  review.   We  are  focusing  on  reducing  the  need  for  expensive  specialist  care  through 
increasing  access  to  primary  and  preventive  care  programs. 

The  F.  Edward  Hebert  Armed  Forces  Health  Professions  Scholarship  and  Financial 
Assistance  Program  (AFHPSP)  continues  to  be  our  primary  Medical  Corps  recruitment 
source,  accounting  for  well  over  75  percent  of  our  accessions  (about  272  per  year).   Over  90 
percent  of  general  medical  officers,  flight  surgeons,  and  undersea  medical  officers  serving 
with  operational  units  come  to  us  from  this  program.  This  year  we  were  granted  1,298 
AFHPSP  positions. 

We  have  reduced  our  overall  investment  in  Graduate  Medical  Education  (GME)  by 
eliminating  marginal  programs.   In  addition,  this  year  for  the  first  time  we  will  hold  a  joint 
GME  Board  with  the  Army  and  Air  Force  to  further  streamline  the  process  of  meeting  our 
DoD  GME  requirements. 

The  Fiscal  Year  1991  National  Defense  Authorization  Act  authorized  a  new  pay 
structure  which  included  a  multiyear  special  pay  (MSP).  This  multiyear  special  pay  is 
intended  to  improve  retention,  and  when  combined  with  the  new  incentive  special  pay  (ISP) 
reduces  the  pay  gap  between  military  specialists  and  their  civilian  counterparts.   The  Fiscal 
Year  1992  National  Defense  Authorization  Act  provided  an  incentive  special  pay  (ISP) 
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intended  to  further  improve  retention.   It  also  permits  improved  planning  as  we  target  those 
specialties  in  which  we  have  a  critical  shortage.    It  is  too  early  to  cite  any  meaningful 
statistics  on  the  effect  of  the  new  MSP/ISP  on  retention.    I  am  concerned  that  as  our  new 
generations  of  physicians  are  no  longer  provided  accrued  medical  school  time  for  pay 
purposes  that  the  pay  gap  between  civilian  and  military  physicians  will  increase  despite  the 
MSP/ISP.   I  am  also  concerned  that  this  decreased  pay  coupled  with  the  loss  of  additional 
special  pay  (ASP)  upon  entering  residency  training  will  further  hamper  our  efforts  to  attract 
quality  applicants  to  our  training  programs,  particularly  into  primary/preventive  care 
programs. 
Dental  Corps 

Our  ability  to  recruit  and  retain  general  and  specialty  trained  dentists  remains  a  matter 
of  immense  concern.   Shortfalls  in  recruitment  and  retention  center  around  three  main  issues: 
(1)  educational  indebtedness  of  newly  accessed  officers  (in  1990  it  averaged  $61, (XX),  with 
extremes  in  excess  of  $200,(XX));  (2)  pay  disparity,  particularly  between  military  specialists 
and  their  civilian  counterparts,  which  continues  to  increase;  and  (3)  a  decreased  recruitment 
pool,  caused  by  numerous  dental  school  closures  and  decreasing  interest  in  military  service. 

In  spite  of  increased  recruiting  efforts,  the  Navy  Dental  Corps  ended  fiscal  year  1992 
below  desired  endstrength.   The  Dental  Student  Early  Commissioning  Program,  once  the 
backbone  of  our  recruiting  efforts,  now  produces  lackluster  results.    Although  a  reduced  goal 
for  direct  accession  of  general  dentists  was  met,  this  effort  was  insufficient  to  compensate  for 
higher  than  expected  (25  percent)  unprogrammed  resignations  and  retirements.   These  trends 
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highlight  the  difficulty  of  competing  with  civilian-sector  employment  opportunities.  Their 
exceptionally  high  educational  debts  force  dentists  to  seek  these  more  remunerative  initial 
alternatives. 

Several  corrective  actions  taken  to  date  have  demonstrated  varying  degrees  of  success. 
A  Financial  Assistance  Program  (FAP),  introduced  in  1991  to  recruit  oral  and  maxillofacial 
surgeons,  is  now  iully  subscribed.    Providing  monetary  incentives  to  residents  in  their  second 
and  subsequent  years  of  training  in  exchange  for  obligated  service,  it  helps  offset  the 
numbers  of  surgeons  resigning  or  retiring  to  take  advantage  of  civilian  opportunities. 

The  dental  student  Armed  Forces  Health  Professions  Scholarship  Program  (AFHPSP), 
restored  in  1991,  enjoys  a  high  application  rate.   Unfortunately,  fiscal  constraints  have  kept 
the  number  of  awarded  scholarships  from  matching  projected  requirements.    We  are 
reassessing  the  allocation  of  Medical  Department  scholarships  in  an  attempt  to  solve  this 
problem. 

Neither  the  FAP  nor  the  AFHPSP  addresses  retention  of  junior  officers,  mid-career 
experienced  general  dentists,  and/or  residency — trained  specialists.   Their  loss  threatens  the 
viability  of  the  Navy  Dental  Corps  in  such  vital  areas  as  future  leadership,  training,  research 
and  patient  care. 

The  continued  vitality  of  the  Navy  Dental  Corps,  long  accepted  as  the  most  cost 
effective  provider  of  quality  oral  health  care,  is  being  threatened.  We  must  continue  to 
stimulate  acceptable  initiatives  to  monitor  the  competitiveness  of  military  pay  and  provide 
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quality  of  life  and  career  opportunities  that  are  competitive  with  the  civilian  community  if  we 
are  to  successfully  recruit  and  retain  qualified  career  professionals. 
Medical  Service  Corps 

Health  care  administrators  and  health  care  science  officers  of  diverse  clinical  and 
scientific  specialties  make  up  the  Medical  Service  Corps  (MSC).   Our  health  care 
administrators  are  management  specialists  that  support  the  Navy's  efforts  to  ensure  that 
quality,  cost — effective  care  is  available  to  all  eligible  beneficiaries  worldwide.   The 
health  care  science  officers  strengthen  the  Navy  Medical  Department's  programs  through 
the  provision  of  critical  scientific  and  clinical  expertise. 

Both  communities  have  achieved  excellence  through  specialized  training  and 
advanced  education.   Continued  top  performance  and  the  ability  to  meet  national  licensure 
and  certification  regulations  rely  heavily  on  future  advanced  training  opportunities  in  both 
inservice  and  outservice  institutions.  Through  aggressive  new  recruiting  strategies,  we  are 
close  to  achieving  our  overall  endstrength  target.   However,  certain  MSC  specialties 
continue  to  experience  shortages.   Shortfalls  continue  in  recruiting  and  retaining  physician 
assistants,  occupational  then^sts,  optometrists,  dietitians  and  pharmacists.   Scholarship 
programs  and  continuing  education  opportunities  are  current  initiatives  that  have  reached 
some  levels  of  success. 

The  Health  Services  Collegiate  Program  (HSCP)  was  made  available  to  pharmacy 
and  physician  assistant  students  last  year.  Ten  pharmacists  and  eight  physician  assistants 
will  enter  the  Navy  next  year  as  a  result  of  HSCP.  The  shortage  of  qualified  physician 
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assistants  (PAs)  and  a  growing  disparity  between  civilian  and  military  starting  salaries 
have  inhibited  our  direct  recruiting  efforts.     Our  in-house  physician  assistant  training  ■ 
program  remains  our  primary  source  for  meeting  our  accession  requirements.   Through 
congressional  and  Army  supported  programs  we  are  training  12  to  17  additional  physician 
assistants  each  year.   Through  a  rigorous  service  training  plan  and  continued  HSCP 
enrollment  we  anticipate  reaching  our  physician  assistant  endstrength  target  by  1997. 
Encouraged  by  the  HSCP  program's  effectiveness  in  attracting  young  health  care 
professionals,  we  now  offer  it  to  occupational  therapy,  dieticians  and  industrial  hygiene 
students. 

The  Armed  Forces  Health  Professions  Scholarship  Program  for  optometry  was 
reinstituted  in  1991.  The  AFHPSP  positions  for  optometry  fall  short  of  our  total 
accession  requirements.   We  are  working  hard  to  make  up  the  deficit  through  the  direct 
accessions  program.   Increasing  military  and  civilian  pay  disparities  make  recruiting  these 
professionals  extremely  difficult. 

The  mainstay  of  our  clinical  psychology  recruiting  is  the  Navy's  own  internship 
training  program.   This  program  is  essential  to  relating  the  practice  of  psychology  to  the 
military  environment. 
Nurse  Corps 

Through  aggressive  recruitment  and  retention  efforts,  the  Nurse  Corps  will  meet 
endstrength  this  year  for  the  first  time  since  1985.  The  overwhelming  success  of  all 
accession  programs  resulted  in  the  arrival  of  400  Nurse  Corps  ensigns  in  the  late  summer 
and  fidl  of  1992. 
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This  significant  improvement  in  endstrength  is  the  result  of  congressional  support 
for  our  accession  programs.  The  national  nursing  shortage  will,  however,  continue  to 
challenge  direct  appointment  recruitment  and  other  retention  programs  for  the  foreseeable 
future.   We  cannot  afford  to  become  complacent.   We  must  maintain  a  balance  in 
recruiting  and  retention  initiatives  to  provide  adequate  professional  practice  compensation 
for  our  new,  as  well  as  our  proven  and  experienced,  officers.   Retention  and  recruitment 
incentives  will  continue  to  be  evaluated  and  monitored  as  methods  to  attract  and  retain  the 
nursing  professionals  we  need  to  meet  our  commitments. 

Gaps  between  military  and  civilian  salaries  continue  to  affect  the  recruiting  and 
retention  of  nurse  specialists  in  particular.   An  area  of  major  concern  is  with  our  certified 
registered  nurse  anesthetists  (CRNAs).    Civilian  sector  compensation  far  exceeds  military 
compensation  for  these  specialists,  and  the  difference  continues  to  increase.   Special  pay 
for  CRNAs  decreases  this  disparity  and  attracts  these  specialists  to  the  Navy.   We  are 
working  with  the  ASD(HA)  to  evaluate  whether  there  may  be  a  need  for  increased  CRNA 
special  pay.   We  continue  to  train  specialists  through  our  Full — time  Outservice  Training 
Program  (FTOST)  and  have  several  nurses  enrolled  in  anesthesia,  midwifery,  pediatrics, 
and  obstetrics  and  gynecology  nurse  practitioner  master's  degree  programs. 

The  utilization  of  non-baccalaureate  degree  nurses  remains  a  component  of  our 
strategy  to  provide  high — quality  nursing  care  to  our  beneficiaries.    Our  Technical  Nurse 
Warrant  Program,  started  in  1990,  has  afforded  an  opportunity  for  120  associate  degree 
educated  registered  nurses  to  enter  the  Navy.   They  are  assigned  at  four  of  our  large 
hospitals — Bethesda,  Oakland,  Portsmouth  and  San  Diego,  and  will  rotate  to  selected 
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medtum — sized  facilities  this  fall.   In  April,  technical  nurse  warrant  officers  are  being 
selected  for  full — time  duty  under  instruction  to  complete  a  baccalaureate  degree  in 
nursing  and  qualify  for  a  commission  in  the  Nurse  Corps.   We  are  exploring  additional 
opportunities  for  full-time  outservice  training  for  this  talented  group. 

We  are  working  with  the  Chief  of  Naval  Personnel  to  alleviate  the  promotion 
disparity  for  nurses  in  legally  controlled  grades  (0-4  through  0-6).   Compensation  of 
control  grade  numbers  from  the  unrestricted  line  community  has  allowed  us  to  bring 
flowpoint  and  promotion  opportunity  to  lieutenant  commanders  within  Defense  Officer 
Personnel  Management  Act  (DOPMA)  guidance.   However,  flowpoint  to  commander 
remains  outside  DOPMA  guidance  and  we  anticipate  that  flowpoint  to  captain  will  be 
outside  DOPMA  guidance  within  two  years.   To  provide  highly  skilled  nurses  a  viable 
career  path  with  reasonable  upward  mobility,  we  continue  to  develop  additional  strategies. 
We  are  currently  constrained  by  DOPMA  from  appointing  nurse  reserve  officers  who  are 
unable  to  complete  20  years  of  commissioned  service  by  age  55,  as  regular  officers. 
Since  1989,  under  a  waiver  authority,  the  Navy  has  accessioned  reserve  nurses  who  can 
complete  20  years  commissioned  service  by  age  60,  to  meet  the  increased  demand  for 
nurses  during  the  nationwide  nursing  shortage.   The  knowledge  and  experience  of  these 
nurses  make  them  valuable  members  of  the  officer  corps. 

In  its  first  cycle  of  proposal  selection,  the  Triservice  Nursing  Research  Group 
approved  two  Navy  nursing  research  projects.   One  will  help  us  identify  the  major  sources 
and  influences  upon  consumer  choices  in  selecting  health  care  delivery  systems,  thus 
facilitating  our  understanding  of  how  our  beneficiaries  will  make  choices  in  a  coordinated 
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care  system.   The  second  will  evaluate  whether  diet  and  exercise  routines  of  Marine  Corps 
officer  candidates  will  influence  certain  cardiac  risk  factors.   We  are  very  encouraged  by 
the  number  and  quality  of  proposals  that  were  submitted  and  appreciate  continued 
congressional  suppwrt  for  this  research. 
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Enlisted  Personnel 


Dental  Technicians 

The  Dental  Technician  (DT)  rating  is  the  smaller  of  our  two  enlisted  health  care 

communities.   We  are  currently  authorized  3,471  DTs  with  an  actual  onboard  inventory  of 
3,427. 

We  combined  the  DT  and  the  Hospital  Corpsman  (HM)  administrative  technician 
schools  this  past  year  and  graduated  our  first  class  in  October.   This  training  provides 
both  our  Hospital  Corpsmen  and  Dental  Technicians  with  identical  administrative  training 
and  makes  these  two  ratings  interchangeable  in  their  abilities  to  provide  administrative 
support  to  the  two  communities. 

There  are  several  initiatives  dealing  with  our  DT  community.   Specifically  under 
review  are:   operating  room  dental  technicians  to  work  with  the  oral  surgeons;  dental 
hygienists,  advanced  technicians  to  clean  teeth;  and  possibly  incorporating  emergency 
medical  technician  (EMT)  training  in  dental  technician  school  to  meet  their  wartime  role 
in  the  medical  triage  stations. 

Retention  in  the  dental  rating  continues  to  be  excellent  with  a  fiscal  year  average  of 
75  percent  overall.   This  small  but  very  vital  community  continues  to  provide  state  of  the 
art  dental  services  ashore,  and  at  sea. 
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Hospital  Corpsmen 

Hospital  Corps  manning  continues  to  be  excellent.   With  over  27,000  Hospital 
Corpsmen  (HMs)  on  board  at  the  end  of  fiscal  year  1992,  Navy  medicine  is  able  to  fully 
man  all  billets. 

In  addition  to  graduating  the  first  class  of  medical  administrative  technicians,  we 
have  established  a  new  Navy  Enlisted  Classification  code  (NEC)  for  Marine  Corps  force 
reconnaissance  unit  corpsmen.   This  NEC  allows  us  to  provide  better  trained  medical 
support  to  special  operations  of  the  Marine  Corps.   This  year  we  have  also  enhanced 
training  for  laboratory  technicians.  To  comply  with  the  associate  degree  requirements  of 
the  Clinical  Laboratory  Improvement  Act  of  1988,  we  have  begun  initiatives  to  combine 
the  basic  and  advanced  laboratory  technician  program  to  give  us  better  trained  technicians. 
This  proposal  will  satisfy  the  requirements  for  an  associate  degree. 

Our  efforts  to  provide  college  training  toward  degrees  for  all  our  Hospital 
Corpsmen  continue.  We  are  working  closely  with  Servicemembers  Opportunity  Colleges 
Navy  (SOCNAV)  to  provide  additional  associate  degrees  and  to  have  more  colleges 
participate  in  this  very  worthwhile  program. 
Civilian  Personnel 

Our  civilian  personnel  provide  clinical,  scientific,  and  support  services  and  are  an 
indispensable  part  of  the  Navy  health  care  team.   Excluding  research  and  development, 
the  total  number  of  civilian  personnel  we  had  on  board  as  of  September  30,  1992,  was 
12,090,  about  27  percent  of  our  total  work  force.   As  with  our  uniformed  health  care 
professionals,  we  have  been  challenged  in  our  recruitment  and  retention  of  clinical  and 
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clerical  personnel  in  high-cost  metropolitan  areas.   Job  fairs,  co-op  programs  and  special 
pay  initiatives  have  helped  recruit  the  traditionally  more  difficult  to  hire  personnel  such  as 
nurses  and  pharmacists.   The  retention  allowance,  and  recruitment  and  relocation  bonuses 
combined  with  our  ability  to  pay  greater  than  the  first  step  of  the  pay  grade  authorized 
under  the  Federal  Employees  Pay  Comparability  Act,  are  assisting  us  in  hiring  for  our 
difficult  to  fill  positions.    However,  we  continue  to  have  problems  in  recruitment  and 
retention  of  the  high  demand  professional  and  support  personnel  needed  to  staff  our 
treatment  facilities. 
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BUDGET  OVERVIEW 

The  Navy  medical  budget  supports  the  operational  readiness  of  the  Navy/Marine 
Corps  team  and  provides  quality  health  care  to  all  of  its  beneficiaries — active  duty, 
dependent,  and  retired.    Maintaining  the  level  and  quality  of  our  medical  readiness  and 
our  peacetime  health  care  will  remain  our  greatest  challenge  for  the  foreseeable  future. 

We  accomplish  our  mission  through  rigorous  management  of  our  resources.    In 
fact,  the  costs  of  Navy  medical  care  compare  very  favorably  with  national  norms  and  with 
the  expenditures  of  other  government  systems.    However,  this  has  not  come  about  without 
paying  the  price  of  increased  pressure  on  our  staff  and  facilities  to  do  more  with  less  in  a 
time  of  increasing  demands  for  access  to  quality  care. 

We  continue  to  work  with  ASD(HA)  to  develop  and  implement  the  Navy  medical 
portion  of  the  Defense  Health  Program.   I  deeply  appreciate  your  continued  ardent  support 
for  the  medical  personnel— active,  reserve,  and  civilian— that  makes  the  execution  of  the 
Navy's  portion  of  the  Defense  Health  Program  possible. 
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CONCLUSION 

It  has  been  quite  a  year,  and  I  am  very  proud  of  the  dedicated,  capable, 
courageous  and  compassionate  people  who  make  up  the  Navy  Medical  Department.   I 
believe  that  events  have  shown  that  no  matter  the  challenge  or  change,  the  exceptional 
Navy  medical  team  will  always  rise  to  meet  it. 

Today,  the  ship  I  spoke  of  earlier,  the  USS  Theodore  Roosevelt,  operates  off  the 
coast  of  Bosnia  in  the  Adriatic  Sea.   Whether  100  miles  off  the  east  coast  or  halfway 
around  the  world,  our  same  dedicated  and  professional  Navy  medical  team  is  standing  by, 
ready  to  assist.   The  uniqueness  of  Navy  medicine  lies  in  the  corporate  investment  we 
make  on  a  day — to — day  basis  in  education,  research  and  clinical  care,  and  in  the 
dedicated  professionals  delivering  this  care,  whether  in  our  hospitals  here,  aboard  ships  at 
sea,  or  on  a  foreign  shore. 

Many  changes  are  occurring  in  our  national  and  defense  medical  policies.   Navy 
medicine  is  committed  to  accepting  the  challenges  of  providing  cost-effective,  quality 
health  care  within  the  dynamic  security  environment  and  in  the  context  of  health  care 
reform. 

Over  the  past  few  years,  we  have  revolutionized  the  management  of  a  peacetime 
health  care  delivery  system  while  being  involved  around  the  world  in  major  operations, 
contingencies,  and  humanitarian  missions.   With  constancy  of  purpose,  we  will  continue 
to  look  for  ways  to  control  our  costs  while  improving  the  quality  of  our  health  care 
services. 
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WALTER  REED  ARMY  INSTITUTE  OF  RESEARCH 

Mr.  MuRTHA.  Thank  you  very  much,  doctor.  There  are  a  couple 
of  technical  things  that  I  am  interested  in.  The  services  have  done 
good  research  over  the  years  at  Walter  Reed,  which  is  your  pre- 
mier research  facility.  We  visited  there  two  years  ago.  I  was  ap)- 
palled  at  the  deplorable  conditions  at  Walter  Reed  Army  Institute 
of  Research.  As  a  matter  of  fact,  we  lost  a  lot  of  animals  because 
the  air  conditioning  had  failed.  At  that  time  we  went  to  work 
trying  to  figure  out  what  could  be  done.  Is  that  on  track?  Are  you 
familiar  with  what  I  am  talking  about? 

Dr.  Martin.  Yes,  sir.  We  deplore  the  circumstances  too.  I  believe 
we  responded  to  the  concerns  raised  about  the  speed  of  that  con- 
struction, and  are  back  on  course.  Our  intention  is  to  release  the 
monies  appropriated  and  to  move  ahead  aggressively  with  that  con- 
struction, which  is  long  overdue  and  much  needed. 

CHAMPUS  REFORM  INITIATIVE 

Mr.  MuRTHA.  Give  me  a  run  down  on  what  is  happening  in  the 
CHAMPUS  Reform  Initiative — CRI — and  how  you  evaluate  it.  The 
overall  request  for  funds  is  up  10  percent.  What  are  the  cost  in- 
creases in  CRI  according  to  your  statistics  and  how  successful  has 
that  program  been? 

Dr.  Martin.  The  last  part  makes  it  a  big  question.  There  have 
been  extremely  valuable  lessons  learned  from  the  CRI  program. 
The  whole  concept  of  a  regional,  at-risk  wraparound  contract,  with 
the  use  of  civilian  support  to  create  distant  networks,  has  been  an 
important  test,  not  only  for  us,  but  also  I  would  argue,  for  the 
Nation.  It  is  in  part  a  component  of  what  we  may  be  seeing  in  the 
accountable  health  plans  approach. 

We  have  learned  things  about  access.  There  has  been  a  dramatic 
improvement  in  access,  and  I  think  those  improvements  can  and 
should  be  seen  in  the  direct  and  nondirect  care  system. 

In  fact,  it  will  have  to  be  reflected  more  in  the  direct  care 
system,  and  that  goes  to  the  point  you  raised  relative  to  your  objec- 
tions at  LeJeune. 

We  also  learned  things  as  we  do  in  all  demonstrations  that  we 
need  to  strengthen  some  parts.  One  important  lesson  is  the  abso- 
lute requirement  for  a  primary  care  Gatekeeper.  Without  a  gate- 
keeper increased  utilization  begins  to  offset  the  savings  that  are  re- 
alized. That  is  clearly  reflected  in  the  literature  and  was  an  impor- 
tant lesson  for  us  to  learn,  not  only  in  CRI,  but  for  our  facilities. 

I  think  other  kinds  of  structural  lessons  learned  are  more  techni- 
cal in  nature.  Basically  going  to  your  question  of  where  we  stand 
with  the  recompetition,  we  have  made  the  structural  changes  in 
the  California/Hawaii  recompete.  Those  have  been  communicated 
to  the  competing  offerors,  and  we  are  in  the  process  of  completing 
the  best  and  final  offer  stage  of  that  particular  procurement. 

Mr.  MuRTHA.  I  hope  you  are  being  careful  in  your  proposal  not 
to  reduce  services  because  it  is  easy  to  reduce  costs  if  you  reduce 
services.  In  the  proposal,  nobody  has  told  me  one  way  or  the  other, 
but  is  the  proposal  basically  for  good  quality  care  and  not  to  reduce 
costs  by  reducing  services? 


121 

Dr.  Martin.  This  fits  into  the  Washington/Oregon  procurement 
and  the  certification  question,  how  do  we  meet  the  congressional 
requirement  to  assess  quaUty,  access  and  costs.  Our  current  efforts 
have  attempted  to  find  ways  both  through  structural  changes, 
which  are  predominantly  invisible  to  the  patients,  involving  risk 
corridor  changes,  how  we  cost  share,  and  how  we  deal  with  over- 
head which  doesn't  affects  services,  but  affects  the  character  of  the 
contract. 

An  important  element  of  cost  containment  will  be  the  fact  that 
we  are  going  to  have  a  competitive  contract  this  year,  which  we  did 
not  have  before.  Nonetheless,  it  appears  that  somehow  we  are 
going  to  have  to  look  at  the  cost  shares  to  meet  that  congressional 
requirement.  The  department  has  looked  at  alternatives,  but  has 
determined  that  it  would  be  wise  to  await  the  findings  of  the  Presi- 
dent's Task  Force  before  any  final  determination  on  benefits  is 
made.  We  would  not  want  to  prematurely  make  a  determination 
inconsistent  with  the  recommendations  made  to  the  President  and 
with  the  decision  by  the  President. 

Mr.  Dicks.  Mr.  Chairman,  could  I  ask  a  question  at  this  junc- 
ture? 

Mr.  MuRTHA.  One  more  question  with  this.  We  found  the  cost  of 
this  program  to  be  escalating  much  lower  than  the  national  pro- 
gram. We  found  a  substantial  increase  in  efficiency  including  the 
things  that  you  have  talked  about  which  kept  the  increases  down 
compared  to  the  other  programs. 

It  may  be  argued  how  much,  but  it  was  substantially  less  from 
everything  we  saw.  What  I  am  concerned  about  is  if  you  make  your 
proposal  so  stringent,  and  I  think  our  satisfaction  rate  was  98  per- 
cent satisfaction  of  the  user,  that  is  unheard  of  in  any  kind  of  med- 
ical care. 

Are  you  telling  me  in  a  round  about  way  that  we  are  reducing 
that  satisfaction  level  because  of  cost  containment? 

Dr.  Martin.  No,  sir.  What  we  are  looking  at  are  the  things  we 
need  today  to  meet  the  congressional  requirement  of  being  no  more 
expensive  than  CHAMPUS  while  meeting  the  access  and  quality 
requirements.  The  cost  findings  you  studied,  Mr.  Chairman,  are 
correct  for  1990  and  1991.  It  was  the  Rand  study  that  documented 
those  costs.  As  you  are  aware,  there  is  a  biostatistical  argument 
under  way  now  between  the  RAND  Corporation  and  other  groups 
looking  at  what  the  numbers  actually  reveal. 

I  have  provided  your  staff  a  more  simple  look  at  the  costs  which 
the  department  has  to  deal  with,  for  fiscal  years  1990  through  1993. 

Mr.  Dicks.  Do  you  have  more  than  one  copy? 

Dr.  Martin.  Yes,  sir.  What  this  document  shows,  after  we  get 
outside  the  biostatistical  complex  methodology,  is  that  indemnity 
CHAMPUS  has  increased  by  6.5  percent  over  the  last  three  years, 
and  CRI  has  increased  by  43.9  percent.  The  fact  is  that  CRI  benefi- 
ciaries constitute  17  or  18  percent  of  our  users  and  represent  over 
half  of  the  cost  increase. 

What  is  important  to  the  Chairman,  I  believe  is  reflected  in  the 
department's  commitment  not  to  do  an5^hing  that  would  decrease 
access  or  dramatically  shift  the  burdens  of  the  costs  onto  the  bene- 
ficiary. 
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Mr.  MuRTHA.  If  you  had  done  that  in  this  model,  it  would  have 
reduced  the  costs  substantially. 

Dr.  Martin.  Absolutely.  The  concern  is  that  we  save  money  by 
shifting  costs  from  the  government  to  the  beneficiary,  but  this  ap- 
proach is  not  going  to  be  acceptable  to  the  department. 

Mr.  MuRTHA.  I  am  concerned  that  in  all  the  frustration  I  have 
seen — the  pay  cap  for  enlisted  who  are  almost  at  the  food  stamp 
level,  spouses  having  to  work,  they  are  barely  making  it  to  say  the 
least,  less  high  school  graduates — we  are  starting  to  squeeze  down 
on  this  type  of  care. 

I  realize  that  the  costs  are  higher  because  we  have  less  money  to 
spend  in  the  military.  What  I  worry  about  is  that  we  are  not  cut- 
ting it  beyond  the  real  quality  level  and  that  people  have  access  to 
good  quality  medical  care  which  we  have  promised  them  and  which 
they  expect. 

Dr.  Martin.  I  think  I  can  assure  you  we  have  had  a  number  of 
discussions  around  this  point  with  the  new  team  in  the  depart- 
ment. The  delay  of  the  Washington/Oregon  certification  and  only 
structural  modifications  in  the  California/Hawaii  procurement  re- 
flect a  clear  commitment  on  the  part  of  the  department  to  be  cau- 
tious about  any  benefit  or  cost  sharing  changes.  A,  prior  to  the 
President's  plan  being  released,  and  B,  that  would  negatively  affect 
the  force  in  those  exact  ways. 

There  is  a  great  deal  of  sensitivity  to  the  points  you  have  made 
within  the  leadership  in  the  department  now,  and  your  concerns 
are  being  studied  relative  to  any  decision  yet  to  be  made.  No  deci- 
sion has  been  made  to  shift  cost  shares  in  Washington,  Oregon, 
California,  or  Hawaii. 

Mr.  MuRTHA.  Mr.  Dicks. 

CHAMPUS  COSTS 

Mr.  Dicks.  Explain  this  chart. 

Dr.  Martin.  This  reflects  the  FY  1990  CONUS  costs  of  CHAM- 
PUS,  the  indemnity  program.  This  cost  does  not  include  CRI  or  the 
Contractor  Provided  Arrangement  (CPA).  In  fiscal  year  1990  the 
costs,  not,  including  CRI,  were  $2,348  billion.  In  fiscal  year  1993  for 
the  same  set  of  services — this  deletes  Delta  Dental  and  special  pro- 
grams— it  was  $2.5  billion,  for  an  increase  of  $152  million. 

Between  fiscal  year  1990  and  fiscal  year  1993,  standard  CHAM- 
PUS  excluding  CRI  increased  in  cost  by  $152  million.  In  CRI  in 
fiscal  year  1990,  it  cost  $508  million,  and  our  current  estimate  is 
$730  million,  although  we  have  a  bid  adjustment  in  May  which 
could  take  it  up  or  down.  Nonetheless,  the  increase  in  costs  based 
on  those  two  estimates  is  $222  million. 

What  it  says  is  for  about  17  percent  of  our  CHAMPUS  popula- 
tion in  fiscal  year  1990,  the  majority  of  the  increase  in  costs  be- 
tween fiscal  year  1990  and  1993  has  been  in  CRI  while  the  other  48 
States'  costs  have  been  a  minority  of  the  CHAMPUS  increase.  The 
argument  behind  this  is  the  biostatistical  argument  that  goes  down 
to  particular  kinds  of  beneficiaries,  correcting  for  controls  and 
things  like  that.  It  is  the  RAND  report  that  says  there  is  an  11  per- 
cent difference  in  cost. 
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I  prepared  this  from  a  similar  point  of  view.  The  biostatistical  ar- 
gument is  getting  complicated.  It  boils  down  to,  with  this  chart, 
that  however  the  biostatistical  argument  comes  out,  without  struc- 
tural corrections  we  can  and  should  make  in  the  CRI  model — 
which  we  think  is  an  important  model  and  do  want  to  replicate, 
with  one  major  modification  being  the  military  treatment  facility 
as  the  epicenter  of  the  activity,  plus  considering  the  structural 
changes — we  have  to  pay  great  attention  to  the  findings  that  show 
CRI,  for  that  part  of  the  population,  has  been  a  dramatic  part  of 
the  CHAMPUS  increase. 

[Clerk's  note. — The  chart  follows:] 
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CHAMPUS  Program  Costs 
FY  1990- 1993 


(SMiUions) 

FY  90- 93 

GLim     Eum     mm     mm      change 

Indemnity 

iCQCUZSI*  $2,348.2  $2,743.3»«      $2,468.2         $2,500.2  $152.0 

%Change  ^  .  6.5% 


£BI  $  507.5     $  607.3**   $  722.3     $  730.2***    $222.7 

SChange  43.9% 


*   Zncludas  Banafita  coata  of  OONUS,  Continuing  Haalth 

Education/Capital  Aaaat  Pricing  Program  (CHB/CAP),  and  Piacal 
Zntaraadiary  claima  procaaaing  coata. 

• 

••   FY  1991  aaounta  includa  tha  haalth  eara  coata  raaulting  tron 
Operation  Daaart  Storm. 

*••  Tha  original  FY  1993  CRT  program  eatimate  waa  $771.6  million. 
Howavar,  based  on  the  results  of  the  November  1992  Bid  Price 
Adjustment  the  annual  program  estimate  was  reduced  by  $41.6 
million  to  the  current  estimate  of  $730.2  million.   Based  on 
the  original  program  estimata  of  $771.8  million,  the  percentage 
change  from  FY  1992  to  FY  1993  would  have  been  6.9%.   There  will 
be  second  Bid  Price  Adjustment  in  May  1993  which  will  alao  affect 
the  annual  amount  of  the  FY  1993  CRI  program. 

DAXA  80URCBI   The  above  data  FY  1990-92  data  is  from  the  end-year 

CHAMPUS  Budget  Execution  Reports  prepared  by  OCHAMPUS.   The  data 
for  FY  1993  is  based  on  the  15  April  1993  CHAMPUS  Budget  Execution 
Report  which  represents  the  roost  current  projections  for  the 
FY  1993  CHAMPUS  program. 


HB&P/Budget  Formulation 
28  April  1993 
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Mr.  Dicks.  Why  do  you  think  that  is? 

Dr.  Martin.  I  think  it  reflects  two  phenomena.  When  we  looked 
at  the  1989  to  1990  data  the  initial  findings  were  that  CRI  was 
saving  money.  The  place  that  saved  the  most  money  was  mental 
health. 

Mr.  MuRTHA.  That  was  the  Gatekeeper? 

Dr.  Martin.  The  strong  utilization  management  of  mental 
health.  Basically,  it  was  stopping  improper  admissions.  What  hap- 
pened in  the  rest  of  CHAMPUS  between  1991  and  1993  is  the  same 
thing,  so  that  the  savings  we  saw  in  managed  care  mental  health 
care  for  CRI  proved  to  work.  Both  CRI  and  CPA  proved  that.  We 
adopted  and  implemented  utilization  management  in  standard 
CHAMPUS. 

The  difference  became  utilization  of  mandatory  care.  What  we 
found  in  CRI  is  that  without  a  Gatekeeper,  particularly  for  special- 
ty and  referral  care,  there  is  a  serious  increased  utilization  of  spe- 
cialty levels.  We  presume  these  levels  are  significantly  higher  than 
required.  The  point  of  the  Gatekeeper  is  to  control  that.  In  the  new 
recompete  we  strengthened  the  gatekeeper  and  that  is  a  fix.  Let 
me  say  one  thing  I  think  is  very  important,  particularly  for  this 
committee.  That  is,  I  don't  believe  the  historical  California  CRI 
versus  Catchment  Area  Management  (CAM)  debate  is  an  argument 
anymore. 

I  think  that  parts  of  both  of  those  demonstrations  are  extremely 
valuable.  We  understand  we  have  to  take  both.  We  need  to  have 
the  military  treatment  facility  as  the  center  of  the  operation.  We 
need  to  have  clear  referral  relationships  to  the  military  facility  and 
to  have  the  military  services  respond.  We  need  regional,  at-risk 
wraparound  contracts  with  much  bigger  geographical  areas  than 
we  had  with  the  CAM. 

Those  are  two  lessons  we  have  learned.  One  of  the  lessons  we 
learned  in  CAM  is  the  function  of  the  Gatekeepers.  Where  CAMs 
have  Gatekeepers  you  see  a  change  in  utilization. 

So  I  see  the  debate  no  longer  as  CRI  versus  CAM,  but  how  do  we 
amalgamate  those  lessons  learned  to  make  sure  we  have  the  qual- 
ity that  is  intrinsic  to  both  systems.  The  access  improvement  clear- 
ly is  best  reflected  in  CRI,  and  cost  containment  is  reflected  in 
parts  of  both  systems  that  effectively  utilize  the  correct  manage- 
ment not  only  for  hospital  care,  but  also  for  the  area  in  which  we 
are  now  vulnerable,  which  is  unnecessary  specialty  ambulatory 
care. 

GATEKEEPER  IN  CHAMPUS 

Mr.  Dicks.  Are  you  saying  that  under  the  standard  CHAMPUS 
program  you  have  a  Gatekeeper  now? 

Dr.  Martin.  No,  sir.  What  effectively  serves  as  a  Functional 
Gatekeeper  in  standard  CHAMPUS  and  will  go  away  with  a  CRI 
wraparound  model,  is  the  co-pays.  What  happens  is  simple:  when 
you  have  high  co-pays  for  ophthalmologists,  you  don't  have  billed 
cost  coverage,  and  you  go  to  an  ophthalmologist  instead  of  a  pedia- 
trician, you  are  going  to  pay  a  lot  more,  20  or  25  percent  more,  es- 
pecially if  they  bill  you  above  cost. 


126 

So  there  is  an  artificial  Gatekeeper.  We  want  one  where  co-pays 
are  reasonable  whoever  the  patient  sees,  and  care  is  managed  in 
some  way.  That  explains  part  of  that  effect. 

I  would  not  want  to  replicate  indemnity,  standard,  CHAMPUS 
cost  Gatekeeping.  That  is  not  managed  care  and  is  not  something 
we  want  to  replicate. 

CERTIFICATION 

Mr.  Dicks.  The  law  required  you  to  certify  the  effectiveness  of 
CRI  to  the  Congress.  I  know  you  are  going  through  the  certification 
process.  There  has  been  some  correspondence  regarding  it.  I  am 
told  that  is  being  held  up  because  you  are  waiting  now  on  the 
White  House  Health  Care  Task  Force. 

My  concern  is  that  you  have  a  responsibility  to  go  ahead  with 
the  certifications  separate  from  the  White  House  recommenda- 
tions. The  White  House  recommendations  would  still  require  legis- 
lation and  it  could  be  years  before  that  is  completely  implemented. 

It  seems  to  me  that  we  can't  stop  the  entire  world  here  and  wait 
for  this  report  that  isn't  going  to  be  policy  until  there  is  legislation 
anyway. 

So  why  are  you  holding  up  the  certification  of  Washington/ 

Oregon? 

Dr.  Martin.  The  specific  concern  of  the  department  is  if  we  do 
the  certification  for  Washington/Oregon,  essentially  we  are  setting 
a  model  that,  I  think,  this  Committee  expects  us  to  look  at  replicat- 
ing in  Florida,  in  Texas,  in  other  places. 

So  how  that  model  is  designed  and  what  the  cost  shares  are  in 
that  model,  if  dramatically  different  from  what  the  President 
wants  a  standard  package  to  be,  would  be,  at  best,  awkward  for  the 
department. 

The  judgment  is  that  we  are  going  to  delay  the  certification  until 
we  are  sure  what  we  do  is  not  inconsistent  with  the  President's 
plan.  The  department  has  no  intention  of  waiting  for  that  whole 
legislative  package. 

I  think  the  department  wants  to  be  sure  that  we  don't  do  some- 
thing very  significant  and  precedent  setting  in  DOD,  which  it  will 
be,  with  a  package  that  differs  radically  from  what  the  President 
proposes. 

I  think  that  is  a  reasonable  basis  for  delay  for  two  or  three 
months.  I  don't  think  the  department  has  any  expectation  of  not 
meeting  that  certification  requirement.  We  are  moving  ahead  with 
the  process  of  contract  negotiations  and  discussions. 

We  haven't  stopped  that. 

Mr.  Dicks.  I  hadn't  heard  that.  I  heard  that  normally  in  these 
decisions,  there  are  questions  sent  out  regarding  the  proposals,  and 
while  the  proposals  have  been  submitted,  nothing  else  has  hap- 
pened. 

Dr.  Martin.  The  questions  and  the  modifications  are  either  out 
or  will  be  sent  out  within  the  week. 

So  we  are  not  stopping  that  part  of  it.  Possibly  before  the  best 
and  final,  we  will  review  and  determine  if  any  changes  in  the  cost 
shares  are  needed.  By  the  way,  they  are  the  easiest  changes  for 
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competitors  to  make.  It  is  the  other  changes  they  need  to  make 
that  are  more  difficult. 

So  we  intend  to  move  ahead,  go  back  out  and  move  toward  best 
and  final  while  we  are  waiting. 

Mr.  Dicks.  Have  you  postponed  the  notice  of  award  date  from  18 

June? 

Dr.  Martin.  I  really  don't  know. 

Mr.  Dicks.  You  have  a  schedule.  It  sets  out  a  series  of  tasks  on 
one  side  and  dates.  It  says  notice  of  award  is  18  June  1993.  Discus- 
sion with  officers,  clarifications,  that  was  supposed  to  happen  7 
April  1993.  Final  amendment,  call  for  best  and  final  bids  12  April 
1992,  best  and  final  offer  due  date  27  April  1993,  and  then  it  goes 
through  other  steps. 

Dr.  Martin.  With  those  dates,  which  indicates  that  document 
was  the  original  plan,  we  are  six  weeks  behind. 

Mr.  Dicks.  That  is  a  good  clearance.  So  you  are  telling  me  you 
are  still  trying  to  go  forward  on  this,  but  you  want  to  wait  to  see 
what  comes  out  of  the  President's  Health  Care  Task  Force? 

Dr.  Martin.  Yes. 

Mr.  Dicks.  You  have  not  made  a  decision  not  to  go  forward? 

Dr.  Martin.  Absolutely  not. 

Mr.  Dicks.  We  still  would  like  to  do  this  in  Washington  State 
and  Oregon. 

Dr.  Martin.  Mr.  Dicks,  we  wanted  to  do  it  too.  In  fact  we  are 
already  discussing- 

Mr.  Dicks.  I  think  I  am  going  to  believe  you  at  least  for  the  next 
six  weeks.  I  have  got  a  few  other  questions  for  the  record. 

Thank  you,  Mr.  Chairman. 

[Clerk's  note.  Questions  submitted  by  Mr.  Dicks  and  the  an- 
swers thereto  follow:] 

Question.  As  a  strong  supporter  of  the  CRI  program,  I  am  con- 
vinced the  only  effective  tool  to  remedy  CHAMPUS  problems  of 
cost  growth  and  inadequate  access  to  care  is  through  the  increased 
use  of  managed  care  providers-the  basic  principle  of  CRI — and  the 
basic  principle  of  the  President's  Health  Care  Task  Force. 

The  law  required  you  to  certify  the  effectiveness  of  CRI  to  the 
Congress.  I  don't  believe  I  need  to  remind  you  that  Secretary 
Aspin  assured  me  that  this  process  would  not  delay  the  CRI  pro- 
curement schedule.  If  you  delay  certification,  you  are  delaying  the 
award.  Yet  in  your  response  to  me  on  Tuesday,  April  27,  indicates 
that  you  feel  you  must  now  wait  for  The  White  House  Task  Force 
report  before  you  continue  your  certification  analysis? 

Answer.  We  are  indeed  continuing  with  the  necessary  steps  to 
complete  the  statutory  certification  process  of  CRI  while  continuing 
with  the  procurement.  However,  we  are  delaying  completion  of  the 
certification  evaluation  to  ensure  that  there  are  not  components  of 
the  CRI  which  would  be  significantly  out  of  step  with  the  Presi- 
dent's health  reform  proposal  and  to  permit  consideration  of  the 
elements  of  the  President's  proposal  in  our  evaluation. 

Question.  The  Department  has  a  sizable  contingent  on  the  Task 
Force  reporting  directly  to  you  What  is  there  in  the  task  force's  de- 
liberations that  suggests  that  CRI  will  be  out  of  step  with  the  new 
direction  of  DoD?  How  would  the  Task  Force  products  change  the 
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certification  factors?  If  the  Task  Force  is  the  deciding  factor  to 
Health  Affairs,  why  do  we  then  still  need  certification? 

Answer.  At  this  point  in  time  we  are  not  aware  of  any  specifics 
in  the  President's  pending  health  reform  proposal  which  would  put 
the  CRI  at  odds  with  the  reform  plans.  However,  since  we  really 
don't  know  for  certain  what  will  be  in  the  health  reform  initiative, 
the  Department  has  determined  that  it  would  be  prudent  to  await 
the  President's  proposal  before  completing  evaluation  of  the  certifi- 
cation factors  and  data.  Since  the  CRI  certification  process  is  re- 
quired by  law  before  CRI  may  be  expanded  to  new  geographic  loca- 
tions, certification  cannot  be  supplanted  by  the  Task  Force  report. 

Question.  Given  the  structure  of  the  CRI  program:  A  flexible 
management  structure,  mechanisms  for  changing  payments  to  con- 
tractors, providers  and  beneficiary  cost  shares,  etc — Why  can't  CRI 
be  modified  if  necessary  to  incorporate  any  Task  Force  products? 

Answer.  It  is  true  that  the  structure  of  the  CRI  program  incorpo- 
rates a  flexible  management  approach  which  allows  us  to  make  ad- 
justments to  the  program  at  any  time.  However,  we  are  concerned 
that  the  competitive  bidding  process  may  not  work  to  the  govern- 
ment's best  advantage  if  major  changes  are  made  to  the  CRI  pro- 
gram after  the  contract  has  been  awarded. 

Question.  Earlier  this  month,  you  announced  the  Department 
was  going  forward  with  the  North  and  Mid-Atlantic  fiscal  interme- 
diary contracts,  which  involve  substantial  amounts  of  health  care 
dollars.  Why  is  it  necessary  to  delay  the  CRI  in  Washington  and 
Oregon,  but  not  the  managed  care  elements  in  these  other  RFP?  As 
I  understand  it,  these  contracts — at  the  Secretary  of  Defense's  clar- 
ification— were  supposed  to  be  at  risk  for  health  care  service.  Yet, 
the  RFP's  were  issued  without  being  at  risk  to  the  contractor.  Do 
you  intend  to  modify  the  RFP's  to  include  an  at-risk  provision  as 
directed  by  the  congressional  legislation? 

Answer.  The  Department  decided  to  move  forward  with  the 
Northern  and  Mid-Atlantic  Fiscal  Intermediary  procurements  be- 
cause it  was  necessary  to  ensure  that  claims  processing  and  other 
essential  services  be  continued  without  interruption.  The  statutory 
provision  does  not  disallow  the  incorporation  of  managed  care  ac- 
tivities into  fully  competitive  RFPs  for  fiscal  intermediary  con- 
tracts. Both  procurements  contain  some  minimal  managed  care  re- 
quirements that  were  designed  to  provide  support  for  those  benefi- 
ciaries adversely  affected  by  base  realignment  and  closure.  We  es- 
tablish a  provision  that  the  offerors  develop  and  implement  a  pre- 
ferred provider  organization  network  (PPO)  for  BRAC  sites  in  each 
region.  The  health  services  provided  have  to  be  comprehensive  for 
both  primary  and  specialty  care  and  it  is  expected  that  the  winning 
offeror  will  propose  preventive  care  and  early  detection.  Adminis- 
trative costs  are  fixed,  which  will  make  the  contractor  responsible 
for  any  costs  in  excess  of  those  bid. 

Question.  The  country,  as  a  whole,  is  looking  forward  to  learning 
of  the  White  House  Task  Force's  recommendations  on  how  to  ad- 
dress the  nationwide  health  care  problems.  Even  if  you  wait  for  the 
final  report,  which  I  believe  is  now  expected  in  the  middle  of  May, 
the  final  decision  will  not  be  known  until  Congress  completes 
action  on  the  proposals.  Surely  you  do  not  intend  to  wait  until  this 


129 

Fall  or  next  year?  Need  I  remind  you  that  this  Committee  has 
mandated  the  expansion  for  the  past  two  years? 

Answer.  The  Department  has  determined  that  it  would  be  pru- 
dent to  wait  until  the  White  House  Task  Force  releases  its  report 
so  that  its  proposals  for  national  health  reform  are  considered  in 
our  certification  evaluation  of  the  expansion  of  CRI.  We  intend  to 
pursue  completion  of  the  certification  evaluation  process  once  the 
Task  Force's  report  is  released. 

Question.  Dr.  Martin,  in  your  letter  to  me  from  Tuesday,  you  in- 
dicated that  "*  *  *  The  Department  is  continuing  to  evaluate  the 
bids  received  in  response  to  our  solicitation".  Yet  the  evaluation 
process  is  not  on  schedule.  By  your  schedule,  discussions  with  offer- 
ors was  to  be  earlier  this  month,  April  7,  and  the  Best  and  Final 
offers  (BAFO)  were  due,  Tuesday,  April  27.  It's  my  understanding 
that  no  official  notice  has  been  given  to  the  offerors  for  the  Wash- 
ington and  Oregon  expansion. 

If  you  haven't  called  for  the  BAFOs,  how  can  you  meet  the  con- 
tract award  date? 

How  do  you  intend  to  keep  this  congressionally  mandated  pro- 
gram on  schedule?  Have  you  postponed  the  notice  of  the  award 
date  from  18  June?  When  would  you  communicate  any  delays  to 
the  Bidders? 

Answer.  The  Department  is  very  much  committed  to  the  timely 
expansion  of  the  CRI  to  Washington/Oregon.  However,  we  are  ap- 
proximately three  months  behind  schedule.  The  evaluation  of  ini- 
tial proposals  has  been  completed,  comments,  questions  and  re- 
quests for  clarification  were  sent  to  the  qualified  offerors  on  April 
30  of  last  month.  The  next  phase  is  to  enter  into  discussions  with 
each  offeror,  beginning  May  24  and  ending  June  8. 

We  have  attempted  to  inform  bidders  of  all  potential  issues,  such 
as  certification  and  the  Administration's  pending  heath  care 
reform  initiative,  that  might  force  revisions  to  the  current  sched- 
ule. Without  minimizing  the  impact  of  the  offerors,  some  modifica- 
tion may  be  required  to  achieve  compatible  managed  care  strate- 
gies with  national  programs. 

WITHHOLDING  FISCAL  YEAR  1993  FUNDS 

Question.  I  understand  that  Health  Affairs  is  withholding  the 
FY93  funds  that  Congress  provided  to  the  Services  for  the  provision 
of  health  care.  It  is  my  understanding  that  you  have  withheld  up 
to  $87  million  of  the  Army's  money  alone. 

Answer.  Congress  in  FY93  appropriated  $9.3  billion  to  the  De- 
fense Health  Program  (DHP).  The  majority  of  these  funds  were  dis- 
tributed to  the  six  DHP  components;  Army,  Navy,  Air  Force,  De- 
fense Medical  Support  Activity  (DMSA),  the  Office  of  CHAMPUS, 
and  the  Uniformed  Services  University  of  the  Health  Sciences 
(USUHS),  as  part  of  their  initial  funds  allocation.  A  very  small  por- 
tion was  withheld  to  allow  the  OASD(HA)  the  flexibility  to  react  to 
unknown  requirements  that  may  arise  during  the  year  as  well  as 
an  opportunity  to  validate  the  initial  budget  requirements  for  the 
DHP  components  and  then  make  the  final  distributions  to  meet 
validated  budget  requirements.  The  small  portion  withheld  was 
fully  distributed  in  April  to  all  the  DHP  components  except  the 
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Army.  The  Army  had  not  provided  adequate  justification  for  the 
expenditure  of  the  withheld  amount.  The  balance  will  be  distribut- 
ed after  my  staff  have  had  the  opportunity  to  validate  their  re- 
quirements. The  Army  has  advised  us  that  it  is  operating  as  if  it 
will  receive  these  funds.  Therefore,  there  has  been  no  adverse 
impact  on  its  ability  to  provide  health  care  efficiently  and  effective- 
ly to  its  beneficiaries. 

Question.  What  is  the  extent  of  this  withholding? 

What  is  your  justification  for  doing  this?  Why  haven't  you  re- 
turned this  money  to  the  services? 

How  long  do  you  plan  to  withhold  it? 

Do  the  services  have  valid  requirements  for  these  funds? 

Is  this  frustrating  the  service  hospitals  capabilities  to  provide 
care  efficiently  and  effectively  to  their  beneficiaries? 

[Clerk's  note. — The  Department  was  unable  to  provide  a  response 
in  time  to  be  printed  in  this  hearing  volume.] 

Question.  Dr.  Martin,  I  also  understand  that  you  may  be  nearly 
$400  million  short  in  FY94.  What  causes  this  shortfall?  How  do  you 
plan  to  deal  with  such  a  shortfall?  What  effect  will  this  have  on 
the  services'  hospitals  ability  to  provide  care  to  the  service  mem- 
bers, families,  and  retirees? 

Answer.  The  FY93  Defense  Health  Program  (DHP)  budget  is  $9.3 
billion.  The  impact  of  the  FY93  to  FY94  reduction  of  eligible  bene- 
ficiaries because  of  force  structure  downsizing  equates  to  a  budget 
reduction  of  $0.2  billion.  The  impact  of  the  FY93  to  FY94  inflation 
increase  equates  to  a  budget  increase  of  $0.4  billion.  This  produces 
an  FY94  requirement  of  $9.5  billion  that  is  $0.4  billion  more  than 
the  budget  request  of  $9.1  billion.  We  are  aggressively  exploring 
ways  to  become  more  efficient  and  reduce  unnecessary  services. 
For  example,  we  are  considering  the  development  of  standardized 
pharmacy  formularies;  the  possible  elimination  of  emergency  room 
contracts  at  small  hospitals;  the  potential  for  further  consolidation 
of  specified  Tri-Service  activities;  and  the  transition  to  a  capitation 
financing  methodology,  a  strategy  for  containing  the  cost  of  health 
care.  We  are  hopeful  that  these  actions  will  significantly  impact 
the  shortfall.  The  Department  will  carefully  monitor  health  care 
costs  and  request  adjustments  to  the  budget  as  necessary. 

UNIFORMED  SERVICES  TREATMENT  FACILITIES    (USTFS) 

Question.  Last  year  the  Congress  mandated  that  a  managed  care 
plan  for  the  Uniformed  Services  Treatment  Facilities  (USTFs) 
begin  no  later  than  October  1,  1993.  Can  you  assure  the  Subcom- 
mittee that  the  necessary  participation  agreements  have  been  exe- 
cuted and  that  this  managed  care  program  will  actually  commence 
on  October  17? 

Answer.  The  Department  of  Defense  and  the  USTFs  have  signed 
the  participation  agreements,  as  well  as  the  Coast  Guard.  The 
Public  Health  Service  has  the  agreements  for  signature  and  they 
are  to  be  returned  no  later  than  May  24,  1993.  The  USTFs  have 
commenced  marketing  activities.  Pacific  Medical  Center  in  Seattle, 
Washington,  will  begin  enrolling  beneficiaries  on  June  1,  1993,  and 
the  remaining  USTFs  will  start  enrolling  beneficiaries  on  July  1, 
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1993.  At  present,  there  are  no  obstacles  to  health  care  operations 
beginning  October  1,  1993. 

Question.  Because  the  DoD  Health  Care  Initiatives  are  apparent- 
ly delayed,  those  seeking  enrollment  in  the  USTF  managed  care 
plan  could  exceed  the  resources  originally  planned.  Can  you  ensure 
the  Committee  that  the  Department,  if  necessary,  would  increase 
funding  allocations  within  available  resources  to  meet  this  in- 
creased demand  to  provide  care  to  the  military  beneficiaries. 

Answer.  The  USTFs  will  accept  enrollment  applications  up  to 
the  budget  ceiling.  The  Department  has  budgeted  $196  million  for 
the  USTF  program.  Once  the  maximum  number  of  enrollees  is 
reached,  beneficiaries  not  able  to  enroll  in  the  USTF  managed  care 
plan  will  use  their  MTF,  CHAMPUS  or  Medicare  benefits,  as  ap- 
propriate. 

MEDICARE  RECOUPMENT 

Question.  Last  year,  in  the  Defense  Health  Program  of  the  DoD 
Appropriations'  bill  the  Congress  reserved  up  to  $40  million  to 
fully  satisfy  any  Medicare  recoupment  action  brought  by  HCFA 
against  three  of  the  USTFs  (Baltimore,  Boston,  and  Seattle).  The 
staff  of  the  Chairman  and  my  office  have  been  working  with  the 
DoD  and  Health  and  Human  Services  Inspector  General  staffs  to 
identify  the  correct  amount  to  fully  satisfy  the  HCFA  claim.  Can 
you  assure  the  Subcommittee  that  the  Department  will  work  with 
HHS  to  finally  resolve  this  matter  as  quickly  as  possible? 

Answer.  The  Office  of  the  Inspector  General  has  scrutinized  the 
claims  data  provided  by  HHS.  Based  on  their  review  of  the  data 
and  of  the  medical  records  involved,  the  DoD  Inspector  General,  in 
its  preliminary  draft  report,  has  identified  that  less  than  $10  mil- 
lion will  satisfy  the  HCFA  claim.  The  DoD  Inspector  General  is  fi- 
nalizing its  report  and  working  with  HHS  Inspector  General  staff 
to  resolve  this  issue. 

MEDICAL  FREE  ELECTRON  LASER  PROGRAM 

Question.  The  Medical  Free  Electron  Laser  Program  is  an  impor- 
tant program  to  the  Medical  R&D  community.  Can  you  give  me  the 
status  on  this  program? 

Answer.  For  FY93,  the  DoD  appropriations  of  $20  million  sup- 
ports directed  research  on  free  electron  laser  technology  for  medi- 
cal applications.  The  program  manager  for  medical  free  electron 
laser  (MFEL)  research  is  within  the  Office  of  the  Chief  of  Naval 
Research  with  oversight  by  the  Director,  Defense  Research  and  En- 
gineering (OSD).  The  DoD  MFEL  program  supports  research  con- 
ducted at  seven  primary  centers:  the  Beckman  Laser  Institute  and 
Medical  Clinics  of  the  University  of  California  at  Irvine;  Stanford 
University;  Vanderbilt  University;  Duke  University;  Baylor  Re- 
search Foundation;  University  of  Utah;  and,  the  Wellman  Labora- 
tory at  Massachusetts  General  Hospital.  These  centers  account  for 
nearly  70  percent  of  the  annual  research  funds.  Twenty  percent  of 
the  funds  support  approximately  23  other  investigators  or  co-inves- 
tigators who  work  in  collaboration  with  the  primary  MFEL  sites. 
The  remaining  10  percent  of  funds  cover  administration,  new  pro- 
gram starts,  meetings,  and  inspections. 
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CHAMPUS  PROGRAM  COSTS 


Question.  The  chart  numbers  don't  add  with  the  FY94  justifica- 
tion materials.  What  is  missing?  (FY92:  $2,468.2  million  plus  $722.3 
million  =  $3,190.5  million,  yet  the  materials  show  $3,452.5  million) 
(FY93:  $2,500.2  million  plus  $730.2  million  =  $3,230.4  million,  yet 
the  materials  show  $3,513.1  million) 

Answer.  The  indemnity  amounts  reported  on  the  comparison 
chart  reflect  only  the  benefits  costs  for  Continental  United  States 
care,  the  Continuing  Health  Education/Capital  Asset  Pricing  Pro- 
gram (CHE/CAP),  and  the  Fiscal  Intermediary  (FI)  claims  process- 
ing costs.  It  does  not  include  the  costs  for  the  government  spon- 
sored portion  of  the  Delta  Dental  Program,  CPA  Norfolk,  European 
Benefits,  or  the  New  Orleans  managed  care  project.  If  these  costs 
are  added  to  the  indemnity  costs,  the  total  will  reflect  the  amounts 
reported  in  the  FY94  justification  material. 

I  In  million  of  dollars] 

FY1992     FY1993     FY1994 

Indemnity  (CONUS) 2,468.2        2,500.2        2,748.9 

CRI 722.3  730.2  801.9 

All  other  CHAMPUS  costs 262.0  282.7  313.3 

Total 3,452.5        3,513.1        3,864.1 

Question.  DoD  has  discounted  early  CRI  performance  and  focused 
on  the  most  recent  data  as  the  only  true  indicator  of  CRI  perform- 
ance. Isn't  CRI  cost  growth  from  FY92  to  FY93  of  1.1  percent  while 
indemnity  CHAMPUS  grew  at  1.3  percent  a  more  representative 
indicator  of  growth?  Dosen't  this  data  also  clearly  support  CRI  cer- 
tification? 

Answer.  The  Department  has  not  discounted  early  CRI  perform- 
ance and  focused  on  the  most  recent  data  as  the  true  indicator  of 
CRI  performance.  As  pointed  out  in  previous  testimony,  the  early 
CRI  results  were  preliminary  results.  Recent  data,  however,  not 
only  includes  the  preliminary  data,  but  also  includes  newer  data 
which  we  believe  gives  us  a  more  valid  picture  of  CRI's  perform- 
ance. CRI  cost  growth  from  FY92  to  FY93  was  1.1  percent  and  in- 
demnity CHAMPUS  did  grow  1.3  percent  during  the  same  period. 
However,  we  do  not  believe  that  the  percent  change  in  cost  be- 
tween two  fiscal  years  is  a  more  representative  indicator  of  cost 
growth  than  the  change  in  cost  between  four  fiscal  years  (FY90- 
FY93)  which  is  6.5  percent  for  indemnity  43.9  percent  for  CRI.  The 
data  was  presented  as  part  of  the  data  we  are  using  in  the  certifi- 
cation process.  The  RAND  report  is  a  far  more  valid  assessment  of 
cost  differences. 

Question.  Budget  justification  materials  show  total  CHAMPUS 
benefits  growing  1.8  percent  from  FY92  to  FY93  ($3,452M  to 
$3,513M).  If  indemnity  is  growing  at  1.3  percent  and  CRI  at  1.1  per- 
cent, what  is  causing  total  growth  of  1.8  percent? 

Answer.  The  CHAMPUS  total  growth  of  1.8  percent  is  due 
mainly  to  three  items,  the  growth  in  the  indemnity  program,  the 
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growth  in  CRI,  and  the  expanded  Delta  Dental  Program  beginning 
April  1,  1993. 

Question.  Last  year's  HA  statement  before  the  Committee  identi- 
fied FY93  CHAMPUS  requirements  of  $3.9B.  Why  do  FY94  justifi- 
cation materials  show  FY93  as  $3.5 +  B?  Please  provide  total 
CHAMPUS  costs,  including  FI  costs  without  OCHAMPUS  adminis- 
trative costs,  for  each  year  from  FY90  to  FY94. 

Answer.  At  that  time,  the  CHAMPUS  Actuarial  Projection 
System  (CAPS)  model  was  projecting  the  CHAMPUS  benefits  por- 
tion of  the  program  at  a  much  higher  level  due  to  the  impact  of  the 
OPERATION  DESERT  SHIELD/STORM  (ODS).  The  ODS  impact 
on  the  CAPS  projection  model  is  finally  diminishing  and  the  model 
is  adjusting  itself  as  the  current  projections  indicate.  The  FY94 
budget  request  has  been  revised  to  reflect  the  most  current  projec- 
tions. 

The  total  CHAMPUS  costs  (including  FI  costs  without  OCHAM- 
PUS administrative  costs)  are  as  follows: 


[In  millions  of  dollars] 


Fiscal  years 


1990  1991  1992  1993  1994 


$3,050.0         $3,508.6         $3,452.5         $3,513.1         $3,864.1 


Question.  The  budget  justification  materials  attached  show  FY92 
and  FY93  CHAMPUS  benefit  costs  to  be  $3,453  million  and  $3,513 
million  respectively.  Removing  the  FY92  and  FY93  CRI  costs  yields 
$2,730  million  and  $2,783  million.  The  resultant  cost  growth  is  18.5 
percent.  How  does  DOD  account  for  these  differences? 

Answer.  The  resultant  cost  growth  is  1.9  percent  and  not  18.5 
percent,  as  stated  in  your  question.  Nevertheless,  the  difference  in 
cost  is  due  primarily  to  inflation. 

Question.  How  does  the  anticipated  FY93  reprogramming  impact 
the  CHAMPUS  program  cost  (FY90-93)  chart? 

Answer.  The  FY93  total  CHAMPUS  program  requirement  of 
$3,513.1  million  already  includes  the  effect  of  the  anticipated  FY93 
reprogramming  request  of  $295  million.  Therefore,  there  is  no 
impact  on  the  FY90-93  chart. 

Question.  Last  year  DOD  also  provided  a  very  similar  chart  im- 
mediately prior  to  the  hearing.  Upon  further  review,  it  was  shown 
by  the  Committee's  S&I  staff  to  be  misleading.  Answers  to  ques- 
tions for  the  record  show  that  the  chart  was  not  adjusted  for  fac- 
tors like  age,  sex,  case  mix,  historical  growth  and  inflation  factors, 
etc.  Consequently,  the  chart  was  of  no  value  for  comparison  pur- 
poses. Have  the  figures  on  this  chart  been  adjusted  or  is  it  also  of 
no  value  for  comparison  purposes? 

Answer.  The  CHAMPUS  Program  Costs  chart,  as  well  as  the 
chart  presented  last  year  is  useful  in  the  absence  of  the  more  so- 
phisticated RAND  report.  The  chart  has  utility  because  it  gives  the 
Department  a  simple  indication  of  the  direction  and  magnitude  of 
cost  growth  data  for  CRI  and  indemnity  CHAMPUS.  Data  in  nei- 
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ther  year  was  adjusted  for  demographic  data.  However,  the  RAND 
report  does  reflect  these  factors  and  their  conclusions  are  the  same. 

The  chart  merely  represents  a  projection  of  program  payment  re- 
quirements, based  on  the  most  current  information.  It  should  be 
used  only  for  overall  CHAMPUS  costs  projection  comparisons. 
Moreover,  that  fact  was  clearly  pointed  out  earlier.  In  fact,  the 
RAND  report  substantiates  the  caution  expressed  by  Dr.  Mendez 
last  year.  Our  chart,  as  well  as  the  RAND  report  further  corrobo- 
rates these  concerns. 

[Clerk's  note. — End  of  questions  submitted  by  Mr.  Dicks.] 

Mr.  MuRTHA.  This  is  a  delightful  change  in  direction  at  the  high- 
est level.  I  know  you  have  been  having  problems. 

Dr.  Martin.  Actually,  that  has  improved  too. 

Mr.  MuRTHA.  That  is  good  to  hear  because  we  are  delighted  to 
see  the  new  sensitivity  to  what  we  feel  are  problems. 

Mr.  Young. 

BONE  MARROW  DONOR  PROGRAM 

Mr.  Young.  I  want  to  take  a  quick  minute  of  my  time  to  tell  you 
about  a  program  that  this  Committee  and  our  colleagues  at  the 
desk  there  have  worked  together  to  create  some  years  ago,  the  Na- 
tional Bone  Marrow  Donor  Program  and  the  National  Registry, 
and  tell  you  how  well  that  is  working. 

We  have  over  800,000  people  in  the  registry.  Admiral  Hagen  re- 
members when  we  were  told  by  another  government  agency  that  it 
would  never  hit  50,000.  It  wouldn't  have  happened  without  the  gen- 
tlemen sitting  at  the  table  with  you  and  their  predecessors,  and 
people  in  the  uniformed  services. 

To  give  you  an  example  of  how  much  of  a  contribution  they  are 
making,  today  over  30,000  members  of  the  uniformed  services  have 
become  typed  and  are  in  the  registry  as  potential  donors.  We  have 
a  waiting  list  of  about  four  to  six  months  now  in  scheduling  re- 
cruiting programs  at  the  various  military  installations. 

So  the  Services  have  really  done  a  tremendous  job  here,  and  it  is 
providing  a  real  medical  miracle,  I  think,  in  giving  people  a  second 
chance  for  life  who  have  terminal  diseases. 

Dr.  Martin.  Thank  you,  Mr.  Young. 

Admiral  Hagen  may  want  to  say  a  couple  of  things. 

I  agree  that  is  one  program  that  has  brought  credit  not  only  on 
the  people  who  had  the  idea,  but  the  Services  who  made  it  happen. 

Admiral  Hagen.  We  are  proud  to  work  with  you.  I  think  that  we 
have  registered  23,000  DOD  people  into  this  program  just  this  year. 
I  know  that  we  have  provided  for  I  think  31  transplants  from  DOD. 
So  this  program  is  working  very  well,  and  we  are  very  proud  of  it. 
And  we  want  to  thank  you  for  your  support.  It  is  doing  very  well. 

Mr.  Young.  Through  the  NMDP  we  have  gone  international.  We 
are  exchanging  marrow  and  patients  across  international  lines, 
and  with  12  other  countries.  So  things  are  looking  good. 

We  still  have  a  problem  with  minority  recruiting. 

Admiral  Hagen.  We  are  getting  much  better  in  that  area  as 
well. 

Mr.  Young.  As  a  matter  of  fact,  the  Services  are  doing  better 
than  the  general  population. 
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Admiral  Hagen.  We  are,  and  we  are  proud  of  that. 

BREAST  CANCER 

Mr.  Young.  Another  question  this  Committee  is  interested  in  is 
breast  cancer.  Last  year  we  appropriated  $210  million  for  breast 
cancer  research.  Can  you  tell  us  where  we  are  there?  Have  we 
gotten  a  good  program  going? 

Dr.  Martin.  Dr.  LaNoue  will  comment  on  that. 

General  Lanoue.  Sir,  there  has  been  some  controversy  with 
regard  to  the  funding  of  breast  cancer.  The  difficulty  arose  between 
the  fact  that  money  was  contributed  or  assigned  to  the  Army  to  set 
up  the  breast  cancer  program,  and  that  the  Army  did  not  have  in- 
ternally that  degree  of  expertise  to  evaluate  and  do  such  a  pro- 
gram. 

And  so  while  we  initially  were  approached  by  NIH,  who  pre- 
ferred to  receive  the  money,  and  to  perform  that  work  themselves, 
but  we  negotiated  with  the  lOM,  the  Institute  of  Medicine,  part  of 
the  National  Academy  of  Sciences,  and  under  our  contract  they 
have  formed  up  a  working  group  who  are  currently  working  up  the 
standards  and  the  methodology  upon  which  to  develop  a  research 
program  and  to  measure  the  proposals  that  will  come  in  once  they 
finish  their  work.  So  we  have  that  on  tract  now. 

But  there  is  some  controversy  as  to  whether  we  should  be  doing 
it  or  not.  I  think  we  are  well  organized.  The  Army  medical  R&D 
command  in  fact  knows  how  to  structure  and  organize  research 
projects  and  have  a  degree  of  discipline  as  to  how  to  do  that. 

So  although  we  don't  have  the  expertise  in  the  area  of  breast 
cancer  research,  we  have  the  discipline  to  develop  the  methodology. 
So  our  folks  indeed  have  been  doing  that  and  I  think  they  have 
been  doing  an  excellent  job,  and  we  expect  a  good  program  to  be 
developed. 

military  medical  research 

Mr.  Murtha.  I  agree.  We  set  that  aside  to  be  handled  by  the 
DOD,  not  by  NIH.  They  have  their  own  program  and  can  spend 
their  own  money  and  do  a  fine  job  with  it. 

AIDS  research  is  another  program  where  I  think  they  violated 
the  law.  We  believe  that  we  carefully  studied  this  program.  We 
think  there  has  been  progress  made  by  the  services  in  that  field, 
and  I  think  it  does  some  good  to  have  a  competing  program.  I  know 
there  are  strong  feelings  about  it,  but  I  feel  very  strongly  that  this 
program  should  also  be  controlled  by  the  Defense  Department. 

Dr.  Martin.  I  think  it  is  important  to  add,  there  has  historically 
been  tension  between  the  Public  Health  Service  and  National  Insti- 
tutes of  Health  and  anybody  else  who  does  research — I  spent  20 
years  there  so  I  feel  comfortable  saying  that.  Military  Medical  Re- 
search is  important,  and  the  fact  is,  military  R&D  programs  and 
military  medical  research  have  done  excellent  jobs.  There  are  any 
number  of  breakthroughs.  There  are  important  contributions,  and 
it  is  important  that  we  continue  to  recognize  that  research  is  an 
important  part  of  what  we  do. 

There  is  no  decision  to  move  the  breast  cancer  money  as  of  now. 
The  GP-160  decision  was  very  complicated,  and  our  position  was 
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clear.  However  it  is  decided  the  research  should  be  done,  it  should 
be  consistent  with  the  statute. 

That  process  is  still  being  carried  out,  because  we  are  adamant 
about  following  the  law  as  it  is  written. 

In  sort  of  lawyer's  terms,  one  half  of  the  contract  has  been  ful- 
filled. We  offered  them  the  money  if  they  will  do  it  by  the  law. 
They  haven't  yet  accepted  it  under  those  circumstances. 

Mr.  Young.  I  think  one  of  the  untold  stories  of  medical  advance- 
ment is  the  tremendous  contribution  made  by  the  military  services. 
We  are  aware  of  many  programs  that  have  come  about  because  of 
the  Armed  Forces  and  the  average  person  doesn't  know  about  it.  I 
try  to  give  them  an  opportunity  to  learn  about  it  on  occasion. 

Back  to  the  question  of  breast  cancer,  one  of  the  concerns  that 
we  have  is  that  many  of  the  military  medical  facilities  do  not  have 
up-to-date  mammography  equipment  that  meets  the  standards  set 
by  the  American  College  of  Radiologists.  Is  that  a  problem?  To 
what  extent  are  we  not  meeting  those  standards,  and  do  we  have 
plans  to  come  up  to  those  standards? 

Dr.  Martin.  It  is  a  generic  problem,  you  are  correct.  Last  year 
some  efforts  were  undertaken  to  upgrade  some  number  of  those  fa- 
cilities and  the  equipment.  When  you  are  talking  about  either  the 
ACR  or  HCFA  standards,  the  requirements  incorporate  not  only 
the  hardware  but  the  technical  support,  training  and  capability  of 
the  people. 

I  think  the  entire  area  of  mammographies  and  pap  smears, 
which  are  critical  preventive  services  for  women,  have  been  looked 
at  carefully  this  year.  All  three  services  are  assessing  how  they  are 
going  to  assure  certain  standards  of  care,  consistent  with  the  pre- 
ventive care  standards  of  the  nation  and  how  they  can  meet  those 
standards. 

Quality  is  part  of  that.  I  have  no  hesitation  saying  there  will  be 
financial  barriers  to  getting  the  correct  element,  but  we  have  a 
commitment  to  make  sure  that  that  high-quality  prevention  system 
is  on-line,  working  well  for  our  beneficiaries.  It  is  short  of  what  we 
want  it  to  be  today. 

General  Lanoue.  Last  year  there  was  extra  money  made  avail- 
able in  the  R&D  command  for  breast  cancer  research  and  diagnos- 
tic support.  Of  that,  $4  million  was  distributed  to  DOD  facilities  to 
upgrade  their  radiological  capability  to  do  that. 

To  give  an  example  of  a  changed  attitude,  because  part  of  what 
is  happening  here  is  a  changed  attitude  towards  women's  health,  as 
I  tried  to  implement  our  managed  care  program,  which  in  the 
Army  is  called  Gateway  to  Care,  I  arrived  at  Fitzsimmons  about  18 
months  ago  and  gave  a  talk  about  the  need  for  accountability  and 
to  be  held  responsible  for  the  health  of  all  the  people  in  our  catch- 
ment area  or  in  our  region,  and  that  we  not  merely  respond  by 
having  inadequate  resources  available  and  not  even  knowing  what 
the  needs  are,  but  rather  we  need  to  make  models,  we  need  to  un- 
derstand how  much  of  what  is  needed  to  be  done  for  our  popula- 
tion. 

At  that  time  I  was  told  that  for  routine  mammograms  the  wait- 
ing time  exceeded  one  year  for  people  who  used  Fitzsimmons  Army 
Medical  Center.  They  don't  know  by  how  much  because  they  didn't 
keep  records  beyond  that. 
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I  returned  six  months  ago,  which  also  came  after  the  extra  sup- 
port was  made  available,  and  the  hospital  commander  was  proud  to 
demonstrate  to  me  that  the  one-year  waiting  time  had  been  re- 
duced to  three  days.  The  reason  for  that  was  the  sense  of  account- 
ability, the  changed  attitude  in  the  providers  of  health  care. 

When  they  saw  how  dramatic  that  was,  that  they  had  been 
mindlessly  inefficient  even  though  they  thought  they  were  doing 
great  work,  that  indeed  they  are  now  forming  up  a  work  group 
there  to  look  at  outcomes  in  a  broad  base  for  the  needs  of  women's 
health  care  because  we  do  feel  that  we  have  been  deficient  in  that 
area  in  the  past. 

INADEQUATE  EQUIPMENT 

Mr.  Young.  During  Desert  Storm  several  Members  of  this  com- 
mittee had  an  opportunity  to  visit  the  area.  One  of  the  stops  we 
made  was  on  the  hospital  ship  Mercy.  One  of  the  anesthesiologists 
on  board  the  ship  complained  that  the  equipment  he  used  to  ad- 
minister the  anesthesia  was  not  up  to  standard. 

Are  you  aware  of  these  complaints? 

Admiral  Hagen.  Yes,  sir,  we  are  aware.  We  have  done  an  exten- 
sive review  of  lessons  learned  from  Desert  Storm,  volumes  and  vol- 
umes of  material.  We  will  continue  to  follow  up  on  all  of  those 
issues.  That  was  one  being  addressed. 

Mr.  Young.  There  were  some  on  board  that  said  that  was  a  prob- 
lem, that  the  equipment  was  more  than  adequate. 

Admiral  Hagen.  I  think  we  feel  that  was  not  a  valid  complaint.  I 
didn't  look  into  that  today  to  find  out  about  that  specifically. 

General  Sloan.  Sir,  I  was  in  Europe  during  Desert  Shield  and 
Desert  Storm,  and  we  had  some  similar  problems  in  the  anesthesia 
unit,  and  my  assessment  of  that  was  primarily  the  individual  who 
was  called  upon  to  use  the  machine  had  not  used  that  particular 
piece  of  equipment  before.  It  was  a  little  older,  it  was  very  func- 
tional, but  that  person  had  not  trained  on  that  piece  of  equipment. 

So  within  two  or  three  weeks,  and  we  were  fortunate  to  have 
that  time  we  were  able  to  fix  the  problem.  We  recognized  that  as  a 
shortcoming  and  now  have  cranked  it  into  our  training  program. 
With  training  on  the  equipment  and  the  addition  of  a  few  things 
that  were  not  there  such  as  gas,  scavenging  equipment,  the  prob- 
lem was  resolved  and  the  folks  who  were  going  to  do  that  job  fortu- 
nately never  had  to  but,  were  pleased  with  the  result.  The  problem 
was  solved  quickly,  in  a  matter  of  two  weeks,  and  with  minimum 
dollar  impact. 

CHAMPUS  ELIGIBILITY 

Mr.  Young.  That  is  good  news.  I  will  ask  one  more  question  and 
I  have  a  number  of  questions  to  submit  in  writing. 

In  CHAMPUS,  the  children  of  the  personnel  eligible  for  CHAM- 
PUS  are  also  eligible  for  treatment  in  the  program.  In  the  case  of 
grandparents,  where  there  are  no  parents  and  the  grandparents 
have  been  awarded  legal  custody  of  the  child  and  the  grandparents 
are  eligible  for  CHAMPUS,  are  those  children,  although  they  are 
grandchildren,  are  they  eligible  for  CHAMPUS  treatment? 

Dr.  Martin.  I  would  have  to  look  into  that  specifically. 
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My  answer  would  be  if  the  grandparents  of  the  children  are  eligi- 
ble for  CHAMPUS,  and  if  they  have  legal  custody,  they  should  be; 
and  if  it  isn't,  we  should  fix  it. 

Mr.  Young.  Thank  you. 

[Clerk's  note. — Questions  submitted  by  Mr.  Young  and  the  an- 
swers thereto  follow:] 

CHAMPUS  CARE  FOR  THE  DISABLED 

Question.  With  the  Chairman's  outstanding  support,  our  Commit- 
tee has  directed  that  CHAMPUS  provide  coverage  for  disabled 
military  retirees  who  prior  to  the  change  in  law  lost  their  CHAM- 
PUS coverage  when  they  were  shifted  to  the  Medicare  rolls.  Last 
year  during  out  hearing,  we  were  informed  that  the  regulations  to 
implement  this  law  were  just  going  into  place.  Now  that  you  have 
about  a  year  of  experience  with  these  regulations,  can  you  update 
the  Committee  on  their  implementation? 

How  many  disabled  military  retirees  have  received  CHAMPUS 
coverage  under  these  new  regulations? 

Answer.  The  provision  of  the  Fiscal  Year  1992  legislation  restor- 
ing CHAMPUS  eligibility  to  those  entitled  to  Medicare  on  the  basis 
of  disability  were  implemented  under  instructions  on  March  12, 

1992,  retroactively  effective  to  October  1,  1991  and  December  5, 
1991,  depending  on  the  category  of  beneficiary.  The  provisions  in 
the  Fiscal  Year  1993  legislation  were  implemented  on  February  4, 

1993,  retroactively  effective  to  October  1,  1991.  Formal  rulemaking 
is  pending.  To  date,  approximately  9,700  beneficiaries  have  submit- 
ted the  necessary  documentation  to  establish  restored  CHAMPUS 
coverage  under  the  change  in  law. 

Question.  I  continue  to  be  concerned  about  an  amendment  to  this 
law  adopted  by  the  Armed  Service  Committee  which  altered  the 
intent  of  our  provisions.  Instead  of  coordinating  benefits,  as  direct- 
ed by  our  provision,  the  Armed  Services  Committee  provided  for  a 
coordination  of  benefits,  which  provides  less  coverage  and  protec- 
tion for  retirees.  Can  you  update  the  committee  on  the  differences 
in  these  payment  methodologies  and  your  experience  with  both? 
My  understanding  is  that  the  standard  method  of  coverage  in  the 
private  sector  for  a  similar  situation  would  be  the  coordination  of 
benefits.  Is  that  correct? 

Answer.  Virtually  all  third  party  health  benefits  programs  have 
a  mechanism  by  which  beneficiaries  and  providers  are  prevented 
from  realizing  a  financial  windfall  by  filing  claims  with  multiple 
insurers  and  receiving  full  payment  from  each.  This  process  is  re- 
ferred to  as  "coordination  of  benefits."  Coordination  of  benefits  in- 
cludes both  the  determination  of  which  plan  is  the  primary  payor 
as  well  as  the  methodology  for  determining  payment  amounts. 

By  statute,  CHAMPUS  is  last  payor  to  all  other  health  coverage 
to  which  the  beneficiary  is  entitled  (except  Medicaid).  The  payment 
methodology  used  in  CHAMPUS  generally  is  similar  to  that  used 
widely  in  private  industry.  To  simplify  a  very  complicated  process, 
CHAMPUS  will  pay  that  amount  remaining  unpaid  after  all  other 
insurers  have  paid  their  share  or  the  amount  CHAMPUS  would 
have  paid  if  there  had  been  no  other  insurance,  whichever  is  less. 
In  most  cases,  the  combined  payments  of  the  primary  insurer(s) 
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and  CHAMPUS  equal  the  total  bill.  The  patient  usually  has  little 
or  no  actual  out-of-pocket  expense. 

Under  the  special  rules  established  for  the  Medicare  disabled, 
the  comparison  is  not  between  the  amount  paid  by  the  primary  in- 
surer and  the  amount  that  would  have  been  paid  by  CHAMPUS, 
but  rather  is  between  the  patient's  out-of-pocket  costs  under  the 
two  programs.  That  is,  if  the  patient's  deductible  and  cost  share 
under  Medicare  is  less  than  the  deductible  and  cost  share  would 
have  been  under  CHAMPUS,  CHAMPUS  pays  no  additional 
amount.  If  the  deductible  and  cost  share  under  Medicare  are  great- 
er than  they  would  have  been  under  CHAMPUS,  CHAMPUS  will 
pay  that  difference.  The  exception  is  for  services  not  covered  under 
Medicare  which  are  covered  under  CHAMPUS,  in  which  case 
CHAMPUS  will  pay  regular  CHAMPUS  benefits  for  that  service. 
This  primarily  involves  prescription  drugs.  Beneficiaries  under  the 
special  rules  do  not  have  their  claims  paid  in  full  through  the  com- 
bined payments  of  Medicare  and  CHAMPUS. 

These  special  coordination  of  benefits  rules  originally  applied  to 
all  Medicare  eligibles  whose  CHAMPUS  eligibility  had  been  re- 
stored. More  recently.  Congress  mandated,  and  earmarked  $20  mil- 
lion for  standard  coordination  of  benefits  procedures  for  disabled 
military  retirees  and  disabled  dependents  of  military  retirees. 
Other  categories  of  disabled  beneficiaries — disabled  survivors,  dis- 
abled former  spouses  and  those  eligible  for  Medicare  on  the  basis  of 
end  stage  renal  disease — remain  under  the  special  coordination  of 
benefits  rules. 

The  special  coordination  of  benefits  process  results  in  a  signifi- 
cantly lower  government  benefit  payout  than  the  usual  method. 
While  CHAMPUS  makes  an  additional  payment  on  virtually  all 
clams  submitted  under  the  usual  coordination  of  benefits  method, 
our  claims  processors  report  that  an  additional  payment  is  made 
only  about  40  percent  of  the  claims  submitted  under  the  special 
rules. 

[Clerk's  note. — End  of  questions  submitted  by  Mr.  Young.] 

Mr.  MuRTHA.  I  want  to  compliment  General  Sloan  because  of 
something  he  said.  Members  go  into  the  field  all  the  time.  Mem- 
bers find  out  all  kinds  of  things  and  the  witnesses  here  many  times 
don't  know  what  is  going  on. 

The  answer  that  you  talked  about  on  medical  equipment  was 
what  we  found.  It  was  an  adequate  piece  of  equipment;  it  didn't 
have  the  required  safety  devices.  Doctors  needed  training  and  were 
complaining  because  they  didn't  have  any  patients.  I  can  under- 
stand that  because  their  skills  were  deteriorating.  However,  I  told 
him  the  alternative  was  not  pleasant;  a  lot  of  wounded  people. 

I  compliment  you  for  knowing  the  answer  to  something  we  fol- 
lowed up  on  once  we  came  back  from  our  fact  finding  trip. 

Mr.  Sabo. 

CHAMPUS  COSTS 

Mr.  Sabo.  Thank  you,  Mr.  Chairman. 

I  welcome  the  witnesses,  particularly  my  fellow  county  native. 
Admiral  Hagen.  Good  to  see  you  again.  I  have  some  questions  for 
the  record. 


140 

About  this  chart,  on  CRI — what  kinds  of  change  has  there  been 
in  the  number  of  people  covered? 

Dr.  Martin.  Relative  to  the  number  of  people  reflected  in  the 
rest,  a  marginal  increase.  It  does  not  account  for  this. 

What  you  see  is  that  CRI  goes  from  representing,  I  believe,  17 
percent  of  the  overall  expenses  to  representing  well  over  22  percent 
of  the  expenses.  There  are  a  number  of  factors  in  this,  but  margin- 
al and  statistically  insignificant. 

The  Chairman  asked  me  to  focus  on  the  question  of  mental 
health.  A  large  part  of  this  phenomenon  is  timing,  that  the  major 
savings  CRI  had  seen  in  mental  health  had  been  accomplished  by 
1990. 

The  rest  of  CHAMPUS  accomplished  that  savings  between  1990 
and  1993.  The  purpose  is  not  to  deal  with  the  biostatistical  com- 
plexity of  the  analysis,  but  in  simple  terms  to  point  out  that  there 
are  reasons  to  be  concerned  about  those  differences  in  cost  and  to 
look  to  find  better  balance  on  both  sides. 

One  question  was  a  correct  one  relative  to  the  concerns  about  the 
impact  of  Gatekeeper.  The  fact  is,  one  of  the  reasons  that  CHAM- 
PUS  costs  are  held  down  in  indemnity  CHAMPUS  is  because  of 
very  high  cost-shares  or  billing  above  those  cost-shares  by  physi- 
cians. It  is  a  complex  analysis  which  is  the  basis  of  the  RAND 
study. 

On  the  face  of  it,  it  puts  into  perspective  a  legitimate  concern. 
That  is  what  we  attempted.  We  pointed  out  that  that  doesn't 
change  our  commitment  to  seeing  this  particular  model  and  the 
positive,  important  aspects  of  it  being  replicated. 

We  believe  the  CRI  model  combined  with  the  CAM  model  ought 
to  be  the  model  for  us  in  the  future  as  we  expand.  We  are  not  in 
the  CAM  versus  CRI  argument,  but  we  have  to  be  acutely  aware  of 
cost  differences  between  the  two  models  and  efficiencies  in  the  two 
models,  access  being  one. 

Mr.  Sabo.  I  assume  in  CRI  the  "gatekeeper"  should  be  the  man- 
aged care  system  rather  than  the  deductible? 

Mr.  Martin.  Absolutely.  As  a  matter  of  fact,  there  were  several 
corrected  structural  deficiencies  which  needed  to  be  explicitly  in- 
corporated into  the  California-Hawaii  re-compete  and  which  are 
now  included  in  the  Washington-Oregon  procurement.  The  key 
point  is  that  we  would  much  prefer  to  see  an  HMO  model  with  a 
Gatekeeper  instead  of  simple  economic  or  access  barriers  to  care. 

The  good  way  to  keep  people  from  getting  good  care  is  to  make 
them  wait  five  weeks  for  an  appointment.  That  is  unacceptable.  We 
have  to  focus  on  appropriate  utilization  which  makes  sure  you  are 
not  doing  things  you  shouldn't,  but  that  you  are  doing  things  you 
should. 

Mr.  Sabo.  Looking  at  your  chart,  the  projected  change  from  1992 
to  1993  is  about  1  percent. 

Dr.  Martin.  One  point  two  and  1.3  respectively.  It  looks  like  it  is 
leveling  off. 

Mr.  Sabo.  Yes.  You  have  better  than  a  15  percent  jump  in  1991 
over  1990,  the  same  1992  over  1991,  and  virtually  level  in  1993.  Is 
that  realistic  and  why  did  it  change? 

Mr.  Martin.  Both  the  fiscal  year  1993  numbers  are  based  on  our 
best  current   projection.   The  fiscal  year   1993   cost  of  indemnity 
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CHAMPUS  is  based  on  the  CAPS  model.  The  CRI  is  based  on  nego- 
tiations with  the  contractor.  That  is  our  best  estimate  now  and  it 
does  look  as  if  they  are  leveling  out. 

Mr.  Sabo.  Why  that  change? 

Mr.  Martin.  What  we  are  seeing  is  the  characteristics  of  both 
systems  beginning  to  replicate  themselves.  Clearly,  the  contractor 
is  correcting  some  of  the  earlier  RAND  findings. 

My  guess  is,  as  we  are  correcting  indemnity  CHAMPUS-you 
can't  look  at  the  number  between  1992  and  1993  for  the  CRI  con- 
tract and  not  believe  something  is  happening.  It  is  called  managed 
care. 

You  are  seeing  a  reflection  of  both  systems  being  managed  on  a 
much  tighter  fit,  which  is  good  news  for  both. 

ARMY  MANAGED  CARE 

General  Lanoue.  I  am  sure  the  Navy  and  the  Air  Force  have  a 
similar  experience,  but  we  in  the  Army  have  been  trying  to  under- 
stand and  implement  an  incremental  basis  managed  care  and  for 
the  Army  piece  of  CHAMPUS  expenditures,  70  percent  of  those  in- 
dividuals reside  in  the  area  of  one  of  our  medical  treatment  facili- 
ties. 

So  as  we  started  to  hold  our  hospital  commanders  accountable 
for  those  costs  in  their  area,  they  have  found  ways  not  only  to 
manage  the  welfare  and  needs  of  the  patient,  but  also  to  manage 
the  overall  costs  in  the  community,  so  that  they  could  draw  into 
their  facilities  those  things  that  they  could  do  with  their  own 
people  cost  effectively  and  buy  those  things  from  the  community 
that  were  more  efficiently  bought  from  there. 

In  the  process,  by  entering  into  the  marketplace  and  seeking  out 
bids  and  working  out  a  way  to  get  more  cost-effective  delivery, 
rather  than  just  a  fee  for  service  uncontrolled,  which  CHAMPUS 
was  originally-so  that  these  changes  are  taking  place  in  each  area 
as  we  in  the  military  are  learning  how  to  become  more  effective 
managers  than  we  have  been  in  the  past.  I  don't  think  we  can  do 
without  CRI  in  that  the  services  will  not  have  enough  capacity  to 
care  for  everybody.  So  we  need  to  have  contractors  working  on  the 
edge,  10  to  15  percent. 

The  Army  is  going  to  draw  down  its  manpower  to  include  its 
medical  manpower.  Almost  a  thousand  physicians  will  leave  the 
Army  inventory  over  the  next  two  to  three  years.  In  doing  that,  we 
will  have  to  have  a  greater  efficient  use  of  contractors  in  our  area. 

By  becoming  business  people  instead  of  bureaucrats,  we  have 
found  we  can  in  fact  control  costs.  That  is  why  you  are  seeing  the 
whole  system  starting  to  come  under  control. 

Mr.  Martin.  The  points  that  are  being  made  are  an  interesting 
and  important  comparison  as  to  where  we  are  with  the  national 
health  program.  A  great  deal  of  what  has  happened,  brought  about 
by  this  and  other  committees  since  1987  and  1988,  has  forced  us  to 
deal  with  managed  care,  to  deal  with  alternatives,  demonstrations, 
to  learn  things  that  the  country  may  have  to  learn  over  again,  in 
some  part. 

Although  we  can  be  accused  of  being  inexperienced  relative  to 
the  more  sophisticated  managed  care  firms,  our  learning  curve  is 
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very  steep  and  the  thing  we  do  best  is  to  train  people  to  do  new 
things. 

The  Military  Health  Services  System  has  grappled  with  problems 
of  how  to  balance  quality,  access,  cost;  how  to  put  that  together; 
how  to  meet  a  commitment  to  a  beneficiary  population;  how  to 
identify  mistakes  and  make  a  system  into  a  managed  care  system. 

I  am  fairly  optimistic  about  the  next  three  or  four  years  given 
what  I  think  will  be  the  character  of  the  President's  plan  relative 
to  managed  competition.  Indeed,  these  are  difficult  lessons  to  learn, 
and  based  on  my  previous  experience  working  with  a  Federal  HMO 
program,  I  can  assure  you  even  the  experts  in  industry  learned  it 
this  way.  No  one  went  out  and  began  to  run  HMOs  or  do  managed 
care  de  novo  without  making  mistakes. 

The  most  important  thing  is,  we  can  consolidate  the  demonstra- 
tions' lessons  learned  and  focus  on  readiness,  the  primary  mission, 
and  create  an  approach  consistent  with  the  key  points  of  all  the 
parties  raising  concerns.  I  don't  believe  they  are  mutually  exclu- 
sive. They  are  tied  together  and  can  be  managed  in  a  coherent 
way. 

Mr.  Sabo.  To  what  degree  are  the  people  you  are  serving  active 
duty  or  dependent  versus  retirees? 

Dr.  Martin.  Using  the  hardest  most  expensive  measure,  inpa- 
tient days,  if  you  look  at  the  direct  care  system,  essentially  all  of 
active  duty  and  92  percent  of  our  dependents  of  active  duty  are 
using  either  the  MTF  or  CHAMPUS,  and  it  looks  like  about  70  per- 
cent of  their  hospital  care  is  in  the  MTF. 

For  retirees,  somewhere  around  60  to  65  percent  are  using  the 
MTFs  or  CHAMPUS  with  55  to  60  percent  being  in  the  direct  care 
system.  For  people  over  the  age  of  65  who  have  Medicare,  we  are 
serving  somewhere  between  25  and  30  percent  within  the  MTFs. 

We  will  be  pleased  to  submit  for  the  record  specific  numbers  in 
that  regard. 

[The  information  follows:] 

For  this  response,  the  beneficiaries  we  serve  have  been  defined  in  terms  of  two 
aggregate  categories:  active  duty  and  dependents  versus  retirees,  dependents  of  re- 
tirees and  survivors.  Using  impatient  bed  days  in  Fiscal  Year  1992  as  the  measure, 
active  duty  and  dependents  as  a  category  represent  63  percent  of  inpatient  care  de- 
livered in  our  direct  care  system.  Retirees,  dependents  of  retirees  and  survivors  as  a 
category  represent  37  percent  of  the  bed  days.  For  outpatient  visits,  active  duty  and 
dependents  represent  75  percent  of  the  MTF  workload  with  retirees,  dependents  of 
retirees  consuming  25  percent. 

THIRD  PARTY  COLLECTIONS 

Mr.  Sabo.  I  am  curious,  as  to  the  degree  you  collect  insurance 
reimbursement  from  retirees  who  have  private  insurance. 

Dr.  Martin.  We  have  implemented  a  third-party  collection 
system  which,  for  a  complex  set  of  reasons  that  I  will  put  in  the 
record,  is  far  less  successful  than  it  should  be.  The  predominant 
payer  or  predominant  third  party  coverage  is  Medicare,  and  we  are 
not  eligible  at  this  time  to  receive  payment  from  Medicare.  We  be- 
lieve we  should  be. 

[The  information  follows:] 

Initiatives  are  underway  to  improve  the  success  of  the  Third  Party  Collection 
(TPC)  Program.  The  success  of  the  program  has  been  limited  for  several  reasons. 
Full  expansion  of  our  inpatient  TPC  program  was  delayed  by  a  regulatory  moratori- 
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um.  Delays  have  also  been  encountered  in  developing  the  software  to  support  pro- 
gram expansion  for  outpatient  collections,  collection  of  medical  supplemental  deduc- 
tibles, high  cost  drugs  and  services  and  the  pass  through  of  supplemental  care  pur- 
chased services.  Early  collection  of  information  from  beneficiaries  was  slowed  by  the 
beneficiaries'  natural  skepticism  and  reluctance  to  provide  the  information  and  by 
the  lack  of  understanding  by  hospital  admissions  personnel  of  the  great  importance 
of  the  program.  Corrective  action  was  taken  to  eliminate  barriers  and  correct  defi- 
ciencies. The  success  rate  has  now  risen  to  about  70  percent  of  claims  processed. 

MEDICARE  REIMBURSEMENT 

Mr.  MuRTHA.  I  thought  we  were  working  that  out.  Are  you  still 
not  being  reimbursed  by  Medicare? 

Dr.  Martin.  No,  sir.  I  think  that  is  one  issue  that  will  have  to  be 
addressed  in  the  health  care  reform  plan.  Part  of  the  difficulty  is, 
we  don't  operate  like  a  fee-for-service  system,  but  more  like  an 
HMO. 

In  our  facilities,  collecting  money  for  services  rendered  on  a  fee- 
for-service  basis  is  alien,  and  we  haven't  done  as  well  as  we  can. 
We  have  collected  a  sizable  amount  of  money,  but  since  it  is  not  a 
major  incentive,  we  are  not  as  efficient  as  the  private  sector. 

Mr.  Sabo.  Do  you  leave  the  money  with  the  local  hospitals — we 
tried  the  same  thing  in  VA  and  they  required  all  the  money  to  be 
sent  back  to  the  Department.  As  a  result,  there  is  no  effort  to  col- 
lect it.  The  locals  lose  money  trying  to  collect  it  because  the  ex- 
penses have  to  come  out  of  their  existing  budget. 

Dr.  Martin.  In  our  intra  system,  we  attempt  to  assure  that  they 
get  those  funds.  But  that  becomes  somewhat  disingenuous  since  the 
money  that  we  expect  to  collect  each  year  is  taken  off  the  top  in 
the  budget  cycle. 

So  we  end  up  not  really  getting  the  money.  The  services  go 
through  a  charade  to  say  the  people  who  do  better  at  it  are  going 
to  get  more  of  it.  The  bottom  line  is  all  the  money  we  collect  is 
taken  out  before  it  goes  to  the  facilities. 

Mr.  Sabo.  We  have  been  trying  to  do  it  in  the  VA  system  and 
haven't  succeeded  there.  We  should  do  that  centrally  and  there 
will  be  incentives  for  collecting  it. 

Dr.  Martin.  The  Gateway  concept,  the  Global  Care  concept,  and 
what  you  will  see  in  the  Tidewater  concept,  ultimately  ought  to 
provide  mechanisms  similar  to  an  accountable  health  plan.  Organi- 
zations or  commanders,  as  they  become  increasingly  responsible  for 
expenditures  both  in  CHAMPUS  and  their  facilities,  should  be  in- 
creasingly able  to  use  those  resources. 

To  do  effectively  what  you  are  saying,  we  have  to  make  sure  that 
we  have  a  system  that  does  that.  The  principles  of  Gateway,  Global 
Care  and  TRICARE  clearly  lead  to  that,  and  it  is  a  question  of 
moving  to  the  ties  that  best  do  it.  The  best  way  of  doing  that  is 
capitation  funding,  and  ultimately  that  is  where  we  will  need  to 
move  if  we  are  going  to  behave  like  an  HMO. 

Mr.  Sabo.  Thank  you. 

Mr.  Murtha.  This  is  a  refreshing  attitude  because  last  year  and 
the  year  before,  there  were  some  real  deficiencies  there.  Mr.  Young 
brought  a  problem  to  our  attention  of  just  a  tragic  situation.  We  got 
nothing  but  resistance.  Now  we  understand  that  this  individual 
called  with  a  unique  problem  and  it  was  taken  care  of.  It  is  a 
pleasure  to  hear  your  "can-do"  attitudes. 
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Mr.  Young.  I  would  like  to  associate  myself  with  your  remarks, 
Mr.  Chairman. 

AIDS  RESEARCH 

Mr.  MuRTHA.  Mr.  Livingston. 

Mr.  Livingston.  Thank  you,  Mr.  Chairman. 

The  Chairman  asked  you  about  GP-160.  Is  it  not  in  the  law  that 
says  that  the  vaccine  should  be  tested  by  DOD? 

Dr.  Martin.  Actually,  the  funds  are  appropriated  very  clearly  to 
the  United  States  Army.  However,  the  Economy  Act,  as  an  overrid- 
ing statutory  authority,  provides  a  mechanism  whereby  the  admin- 
istration or  the  department  may  transfer  funds  to  do  the  research 
more  efficiently  or  more  effectively.  And,  it  was  the  Economy  Act 
that  was  the  basis  for  the  proposed  transfer  to  DHHS. 

Mr.  Livingston.  With  respect  to  AIDS  research  in  general  done 
by  DOD,  can  you  give  me  either  now  or  for  the  record  a  dollar-for- 
dollar  comparison  on  money  spent  on  AIDS  research  versus  other 
diseases  of  category  1  or  above? 

Dr.  Martin.  Yes,  sir.  I  prefer  to  provide  that  for  the  record. 

[The  information  follows:] 

During  FY93,  DoD  received  approximately  $66.2  million  dollars  for  the  Military 
Human  Immunodeficiency  Virus  Research  Program  and  approximately  $43.3  mil- 
lion dollars  for  the  Infectious  Disease  Research  Program. 

CHAMPUS  COSTS 

Mr.  Livingston.  Fine.  With  respect  to  CHAMPUS  versus  CRI,  I 
understand,  I  see  your  chart  here  showing  that  CRI  has  grown  at  a 
much  faster  rate  than  CHAMPUS,  and  I  heard  Mr.  Sabo's  ques- 
tions. 

Could  you  give  a  breakdown  of  those  costs  on  a  per  patient  basis? 

Dr.  Martin.  Yes,  sir.  I  can  give  you  those  now.  In  the  last  study 
where  we  had  data-it  was,  I  believe,  in  fiscal  year  1990  and  1991- 
per  capita  costs  for  the  aggregate  were  $509  for  CRI  and  $446  for 
CHAMPUS. 

We  will  provide  an  answer  for  the  record. 

[The  information  follows:] 

Current  data  reflect  the  following  per  capita  costs  for  CHAMPUS  and  CRI: 

Fiscal  year— 


1990  1991 


CHAMPUS $464    $521 

CRI 628     765 

Dr.  Martin.  Let  me  be  clear.  Per  capita  costs  currently  in  our 
system  used  for  comparison  are  by  definition  erroneous  because  the 
only  way  to  make  a  legitimate  per  capita  estimate  is  to  have  en- 
rollment and  have  people  receiving  care  under  a  defined  benefit. 
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Lots  of  our  patients  don't  get  care  from  us  at  all.  They  are  count- 
ed in  the  denominator.  Some  of  our  patients  get  part  of  their  care 
from  us,  and  they  are  counted  in  the  denominator. 

So  currently,  without  enrollment  and  without  a  very  clear  idea,  I 
would  be  very  cautious  about  using  per  capita  costs. 

The  other  point  is,  it  wouldn't  be  remarkable  to  this  committee 
to  believe  that  medical  care  is  more  expensive  in  California  than  it 
is  in  Louisiana.  I  can  assure  you  that  this  is  true. 

So  for  regional  differences  and  difficulty  with  per  capita  data,  I 
would  be  cautious  to  use  it.  That  is  why  we  rely  on  the  very  com- 
plex methodology  being  developed  by  RAND. 

I  simply  presented  the  trend  data  to  hopefully  register  the  inter- 
est and  concern  we  need  to  have  about  these  differences  and  to 
focus  on  them.  They  are  clearly  not  being  used  as  an  argument  for 
indemnity  CHAMPUS. 

I  think  we  will  be  successful  when  we  no  longer  rely  on  indemni- 
ty CHAMPUS  and  we  have  people  enrolled  in  the  HMO  or  PPO 
options.  I  do  not  believe  indemnity  programs  are  the  best  way  to 
serve  our  people. 

Mr.  Livingston.  If  you  come  up  with  additional  qualifiers,  I 
would  be  happy  to  have  them  for  the  record. 

[The  information  follows:] 

Additional  qualifies  are  demographics  of  the  population  (i.e.,  age  and  gender)  and 
acuity  or  intensity  of  the  care. 

FUNDING  SHORTFALL 

Mr.  Livingston.  In  computing  the  cost  of  CHAMPUS,  I  under- 
stand that  over  the  last  several  years  traditionally,  the  cost  of 
CHAMPUS  has  been  understated  at  the  outset  and  DoD  always 
comes  back  for  a  supplemental  so  when  you  are  looking  at  the 
overall  figures,  I  hope  you  will  include  those  supplementals. 

Dr.  Martin.  Actually,  I  am  pleased  to  point  out  that  at  least  in 
the  last  couple  of  fiscal  years,  our  estimates  have  been  congruent 
with  our  outlays.  I  will  knock  on  wood,  if  you  don't  mind. 

In  my  prepared  statement,  I  predicted  that  and  I  think  that  it  is 
going  to  be  this  way.  We  have  gotten  a  lot  better  at  estimating 
CHAMPUS  costs  and  making  sure  that  we  budget  for  them. 

We  also  corrected  the  artificial  underfunding.  Before,  the  pro- 
gram we  underfunded  was  CHAMPUS.  If  we  decided  we  were  short 
of  funds  sometimes  by  a  couple  of  hundred  million  dollars,  CHAM- 
PUS was  a  good  program  to  select  for  underfunding.  No  longer  do 
we  do  that,  simply  because  it  is  disingenuous. 

Now  you  have  a  more  honest  budget  in  front  of  you.  We  do  have 
a  shortfall,  but  it  is  not  in  CHAMPUS. 

Mr.  Murtha.  We  think  there  is  about  a  $400  million  shortfall.  In 
your  professional  opinion,  do  you  agree  with  that  at  this  point? 

Dr.  Martin.  Certainly  $250  million  is  a  shortfall  which  if  it  is 
somehow  not  addressed  will  result  in  a  direct  negative  consequence 
to  either  cost  shares  or  services  to  beneficiaries. 

Mr.  Murtha.  Do  you  see  any  way  we  can  absorb  that  without 
increasing  the  money  available;  in  other  words,  we  have  to  reduce 
the  services  or  increase  the  costs  to  the  patients? 
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Dr.  Martin.  I  would  say  for  $250  million  it  is  impossible  to  do 
that.  For  the  other  $200  million  or  so,  it  would  not  shift  the  cost  to 
the  patients,  but  the  way  we  propose  to  resolve  it  is  to  close  rural 
hospitals,  stop  over-the-counter  drugs,  and  cut  dental  care.  So,  your 
constituencies  might  say  that  affects  their  benefits. 

Mr.  MuRTHA.  In  the  long  run,  it  costs  more  money  because  if  you 
close  those,  you  increase  costs  to  take  care  of  people. 

Dr.  Martin.  That  is  the  effect.  There  is  only  one  group  that  you 
could  displace  that  would  save  us  money,  that  is  people  over  65. 
There  is  however  no  statutory  basis  to  do  that.  So  the  majority  of 
people  who  might  be  displaced  can  use  CHAMPUS. 

I  must  say  for  the  current  team,  that  a  large  part  of  that  budget 
situation  predated  the  new  administration. 

Mr.  MuRTHA.  We  understand  that.  If  you  were  to  be  reimbursed 
from  Medicare,  that  would  take  care  of  the  problem? 

Dr.  Martin.  If  Medicare  begins  to  reimburse  us,  I  would  antici- 
pate that  there  would  need  to  be  a  device  worked  out  for  the  offset 
in  Medicare  reimbursement  relative  to  our  appropriation  versus 
the  appropriation  to  medicare. 

We  are  beginning  to  get  reimbursed  for  services  we  are  providing 
to  people  with  other  coverage  that  could  have  a  positive  effect,  and 
in  the  outyears  might  even  show  a  dramatic  decrease  in  the  out- 
lays from  this  particular  appropriation. 

NEW  ORLEANS  CONTRACT 

Mr.  Livingston.  I  have  a  number  of  other  questions  to  submit 
for  the  record. 

Does  the  Department  intend  to  modify  the  benefit  package  cur- 
rently under  contract  in  the  New  Orleans  area? 

If  you  would  like  to  provide  the  details  for  the  record,  tell  us  how 
and  when. 

Dr.  Martin.  The  answer  is  we  are  looking  at  it.  I  would  be  de- 
lighted to  put  the  rest  in  the  record. 

[The  information  follows:] 

The  Department  has  made  no  decision  to  modify  the  benefit  package  currently 
available  to  CHAMPUS  eligible  beneficiaries  residing  in  the  greater  New  Orleans 
metropolitan  area.  We  are  giving  consideration  to  restructuring  the  benefits  and 
cost  share  amounts  so  that  they  would  be  the  same  as  those  now  in  effect  for  benefi- 
ciaries located  in  the  Fort  Polk  catchment  area  and  the  England,  Carswell  and 
Bergstrom  BRAC  sites.  If  the  Department  decides  to  modify  the  benefit  package, 
any  changes  would  most  likely  be  implemented  at  the  start  of  an  option  period. 

TEXAS/ LOUISIANA  BRAC  SITES 

Mr.  Livingston.  When  do  you  expect  to  have  an  actual  contract 
for  England  Air  Force  Base  and  Carswell  for  managed  care  initia- 
tive, CRI? 

Dr.  Martin.  Our  understanding  is  that  services  at  England,  Cars- 
well  and  Bergstrom  will  be  on  line  May  1.  Predictably,  there  is  a 
need  to  continue  negotiations  about  the  cost  of  those  contracts. 
That  is  what  I  think  you  were  alluding  to. 

We  are  going  to  begin  the  services  and  sort  out  the  details  after 
May  1.  We  did  not  feel,  and  I  don't  believe  the  contractor  feels, 
that  it  is  appropriate  to  wait  until  we  get  a  final  contract  since  the 
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hospital  coverage  or  the  coverage  under  the  current  arrangements 
will  expire  on  May  1. 

Mr.  Livingston.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 

[Clerk's  note. — Questions  submitted  by  Mr.  Livingston  and  the 
answers  thereto  follow:] 

NEW  ORLEANS  DOD  HEALTH  CARE 

Question.  How  are  the  managed  care  operations  operating  in  the 
New  Orleans  area? 

Answer.  The  managed  care  operation  of  the  CHAMPUS  New  Or- 
leans Demonstration  Project  contract  is  proceeding  and  beneficiary 
satisfaction  is  high. 

Question.  What  are  the  latest  enrollment  figures? 

Answer.  The  latest  enrollment  figure  for  CHAMPUS  Prime  in 
New  Orleans  is  8,045  as  of  April  30,  1993.  This  represents  approxi- 
mately 38  percent  of  the  21,200  beneficiaries  residing  in  the  greater 
New  Orleans  metropolitan  area. 

Question.  The  Department  has  increased,  or  is  proposing  to  in- 
crease, the  beneficiary  cost  share  for  the  health  benefits  under 
their  most  recent  managed  care  programs.  What  studies  is  the  De- 
partment basing  these  increases  on? 

Answer.  The  Department  has  used  two  sources  in  helping  to  de- 
termine the  appropriate  beneficiary  cost  share  amount  for  imple- 
mentation of  managed  care  at  BR  AC  sites.  One  was  a  RAND 
Project  Memorandum  which  was  based  upon  the  results  of  their 
comprehensive  evaluation  of  CRL  The  second  was  a  report  to  the 
Department  from  Lewin-VHI,  a  management  consulting  firm, 
which  has  provided  expert  consulting  services  regarding  CRL 

Question.  What  do  these  studies  say  about  the  impact  of  these  in- 
creases on  beneficiaries,  retention,  recruitment,  and  DoD  CHAM- 
PUS costs? 

Answer.  The  RAND  Project  Memorandum  found  that  CRI,  as 
presently  designed,  improved  beneficiary  access,  did  not  affect  qual- 
ity, and  increased  cost.  The  RAND  Memorandum  suggested  that 
flaws  in  the  CRI  design  have  lead  to  excessive  utilization  among 
certain  beneficiary  categories  and  that  enrollment  has  served  to 
reduce  beneficiary  cost  sharing,  thus  increasing  costs  to  the  govern- 
ment. The  Lewin-VHI  Report  set  forth  an  alternative  schedule  of 
beneficiary  cost  sharing  designed  to  neutralize  the  increase  in  costs 
from  the  original  CRI  demonstration.  A  slightly  revised  version  of 
this  alternative  schedule  has  been  introduced  in  connection  with 
expansion  of  CRI  to  the  BRAC  sites  at  England,  Carswell  and  Berg- 
strom.  The  alternative  schedule  continues  to  offer  substantially  en- 
hanced benefits,  even  though  not  as  enhanced  as  the  original 
model.  The  study  did  not  address  retention  and  recruitment. 

Question.  Please  provide  a  side  by  side  comparison  of  the  benefit 
increases  versus  benefits  approved  in  earlier  CRI,  Coordinated 
Care,  and  catchment  type  programs. 

Answer.  See  the  following  chart  which  compares  the  major  bene- 
fits for  CRI,  Coordinated  Care,  and  catchment  type  programs  with 
the  new  BRAC  benefits. 

[The  chart  follows:] 
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Question.  Does  the  Department  intend  to  modify  the  benefit 
package  currently  under  contract  in  the  New  Orleans  area? 

Answer.  No  decision  has  yet  been  made  to  modify  the  benefit 
package  available  to  New  Orleans  beneficiaries  to  be  consistent 
with  the  RAND  and  Lewin/VHI  recommendations. 

Question.  If  so,  when  and  how?  Please  provide  details. 

Answer.  If  the  Department  decides  to  modify  the  benefit  pack- 
age, any  changes  would  most  likely  be  implemented  at  the  start  of 
an  option  year.  The  next  option  period  for  the  New  Orleans  con- 
tract is  December  1,  1993. 

ALTERNATIVE  HEALTH  CARE  PROPOSALS 

Question.  The  National  Military  Family  Association  has  proposed 
a  health  benefits  program  for  military  beneficiaries.  What  is  the 
status  of  Administration  or  DoD's  consideration  of  this  proposal? 

Answer.  DoD  (Health  Affairs)  has  begun  an  assessment  of  the 
cost  of  implementing  a  military  health  benefit  proposed  by  the  Na- 
tional Military  Family  Association  (NMFA).  Several  important  de- 
tails about  the  benefits,  however,  have  not  yet  been  articulated  by 
the  NMFA.  We  are  continuing  a  dialogue  with  the  NMFA  for  fur- 
ther clarification  of  their  proposal  and  will  proceed  with  our  assess- 
ment as  details  become  available. 

Question.  Provide  for  the  record  details  of  this  proposal  and  how 
it  would  impact  all  beneficiaries,  including  retirees. 

Answer.  The  NMFA's  one  page  proposal  brings  the  Military 
Health  Services  System  under  the  umbrella  of  the  Federal  Employ- 
ee Health  Benefit  Program  financing  structure.  It  envisions  a  con- 
tractor provided  HMO  delivery  system  wrapped  around  Military 
Treatment  Facilities.  The  objectives  of  the  proposal  are  to  provide 
military  beneficiaries  secure  health  benefits  through  an  HMO-like 
Restricted  Military  Plan  (RMP)  or  the  broad  range  of  choices  avail- 
able to  Federal  employees  through  the  approximately  400  plan  op- 
tions offered.  It  would  also  extend  coverage  to  military  benefici- 
aries over  age  65  who  are  not  covered  by  Medicare  overseas  or 
CHAMPUS.  Funding  the  program  would  include  using  the  employ- 
er contribution  premium  formula  applied  to  postal  employees. 
There  would  be  ho  barrier  to  switching  among  plans  and  there 
would  be  no  exclusions  of  pre-existing  conditions. 

[The  chart  follows:] 
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NMFA  Health  Benefits  Program  for  Mlitarj-  Beneficiaries 

The  National  Military  Family  Association  Health  Benefits  Program  is 
designed  in  anticipation  of  the  possibility  that  militan-  health  care  benefits  will  be 
drastically  reduced,  or  in  some  cases  even  eliminated,  due  tc  a  combination  of  the 
draw  down,  base  closures  and  the  budget  deficit. 

Its  features  include: 

1.  Militarj- Health  Benefits  Plan 

a.  The  Plan  will  ofiFer  three  options 

1)  HMO  (Health  Maintenance  Organization  )  type  plan 

2)  PPO  (Preferred  Provider  Organization)  type  plan 

3)  Fee  for  service  (indemnity)  type  plan 

b.  Military  fadhties  can  be  all  or  part  of  these  plans. 

c.  The  Plan  will  come  xmder  the  Federal  Employees  Health  Benefits 
Program  (FEHBP)  as  a  "restricted  plan".   This  means  only  military 
beneficiaries  would  be  eligible  to  enroll  in  this  specific  Mihtary 
Health  Benefits  Plan. 

g.  The  Plaii  will  comply  with  FEHBP  guidelines. 

h.  The  Plan  must  be  available  to  all  eligible  military  beneficiaries 
regardless  of  age  or  health  status. 

i.  The  Plan  would  be  heavily  subsidized  by  DoD  and  could  offer 
Tninimal  or  no  cost  sharing  in  order  to  compete  with  estabUshed 
FEHBP  plans. 

2.  Optional  enrollment  in  the  FEHBP  will  be  offered  to  all  eUgible  military 
beneficiaries  at  the  same  rates  offiered  DoD  civilians. 

3.  CHAMPUS/MEDICARE  would  still  be  available. 

4.  Active  duty  militjuy  families  stationed  in  areas  where  the  Military 
Health  Benefits  Plan  is  not  available  would  have  their  medical  plans 
subsidized  by  their  sponsor's  commands. 


This  program  may  not  apply  to  Active  Duty  personnel. 
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[Clerk's  note. — End  of  questions  submitted  by  Mr.  Livingston.] 

FUNDING  SHORTFALL 

Mr.  MuRTHA.  The  information  we  have  about  these  deficiencies 
is  that  there  is  no  way  that  we  can  make  them  up  so  we  will  have 
to  find  a  way  to  rearrange  appropriations  so  that  you  have  more 
money  available.  I  hope  your  staff  will  work  with  our  staff  trying 
to  come  up  with  ways  to  meet  these  deficiencies  because  patient 
care  is  sure  going  to  be  shorted  if  we  don't. 

Dr.  Martin.  Yes,  sir.  We  will  be  delighted  to  work  with  you  on 
that  matter. 

ARMY  MEDICAL  FUNDING 

Mr.  Dicks.  Mr.  Chairman  and  Dr.  Martin,  I  understand  that 
Health  Affairs  is  withholding  fiscal  year  1993  funds  that  Congress 
provided  to  the  services  for  the  provision  of  health  care.  It  is  my 
understanding  that  you  have  withheld  up  to  $87  million  of  the 
Army's  money  alone. 

What  is  the  extent  of  this  withholding  and  what  is  the  reason  for 
it? 

Dr.  Martin.  Well,  first,  the  $87  million  was  the  original  number. 
It  is  about  $60  million  now. 

Let  me  explain  the  process  we  go  through.  Essentially,  the 
money  is  appropriated  to  the  Defense  Health  Program  and  is  then 
allocated  to  the  three  services.  The  money  is  allocated  against  a 
spending  plan  articulated  by  the  services  that  identifies  require- 
ments. 

In  the  case  of  the  Army  at  this  time,  there  are  differences  be- 
tween elements  of  the  O&M  budget,  where  it  appears  we  will  spend 
less  money,  hypothetically  CHAMPUS,  and  there  is  a  requirement 
to  add  that  money  in  another  big  cost  center. 

Our  expectation,  being  reasonable  managers  of  the  DHP,  is  the 
Army  will  come  forward  and  demonstrate  how  they  will  spend  that 
money  in  a  way  that  can  be  best  defended.  That  is  particularly  im- 
portant when  we  need  to  reprogram  funds  in  the  other  two  serv- 
ices. Our  current  intention  is  not  to  move  it. 

So  if  we  are  going  to  reinvest,  we  have  asked  the  Army  to  give  us 
that  information.  We  have  assured  Dr.  Lanoue  that  when  it  meets 
our  satisfaction,  we  will  release  the  funds.  It  is  not  unlike  his 
Health  Service  Commands'  way  of  doing  business  with  the  MTF's. 

The  Army  will  get  the  money  as  soon  as  Dr.  LaNoue  tells  us  how 
he  is  going  to  spend  it. 

Mr.  Dicks.  General,  when  are  you  going  to  do  it? 

General  LaNoue.  Six  weeks.  We  have  had  one  session  and  I 
thought  it  was  involved  at  that  time,  but  now  we  are  going  to  have 
a  second  session. 

Mr.  Dicks.  What  are  the  consequences?  Are  there  any  conse- 
quences or  just  timing  of  the  money,  and  that  is  really  no  conse- 
quence in  terms  of  service? 

General  LaNoue.  There  have  been  consequences  with  the  expec- 
tation of  having  a  reduced  cash  flow  during  the  latter  half  of  the 
fiscal  year.  There  has  been  not  quite  a  hiring  freeze,  but  a  partial 
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hiring  freeze  that  some  of  the  facilities  have  had  to  negotiate  and 
that  has  an  impact. 

The  first  impact  is  it  starts  to  shift  to  CHAMPUS  and  I  fear  in 
the  latter  half  of  the  fiscal  year  we  will  start  to  see  the  CHAMPUS 
edging  back  up  again. 

Mr.  Dicks.  That  is  more  expensive. 

General  LaNoue.  I  am  most  concerned  about  1994  because  we 
are  beginning  then  our  Army  Medical  Department  manpower 
drawdown.  And  to  be  able  to  afford  the  drawdown,  we  have  to  hire 
more  civilians  and  that  amounts  to  approximately  $200  million  in 
1994  extra  costs  for  us. 

So  we  have  been  trying  to  invest  in  preparing  for  the  shortfall  of 
1994.  You  asked  earlier  or  it  was  asked  earlier  is  there  another 
way.  One  of  my  increased  costs  is  I  am  losing  manpower  because  of 
the  right  sizing  of  the  force.  The  reason  for  the  loss  of  the  manpow- 
er is  that  the  Department  of  the  Army  as  a  whole  is  drawing  down. 

The  Army  is  different  from  the  Navy  and  the  Air  Force  in  that  I 
don't  believe  they  are  losing  to  the  degree  I  am  the  manpower  in 
our  medical  treatment  facilities.  Up  to  a  thousand  doctors  by  1996 
will  leave  the  Army.  Each  one  of  those  positions  will  go  into  the 
health  care  system  in  the  United  States  and  increase  their  income. 
So  it  is  about  a  20  percent  drawdown  for  us,  which  will  cost  us  ad- 
ditional money  to  replace  their  services. 

Mr.  Dicks.  Is  that  going  to  mean  then  that  we  will  get  the  new 
Madigan  Hospital  which  we  are  moving  forces  around?  Are  we 
going  to  have  a  hard  time  staffing  the  Madigan  Army  Hospital  at 
Fort  Lewis? 

General  LaNoue.  Yes,  sir.  That  will  have  an  impact  there. 

Mr.  Dicks.  How  short  will  you  be? 

General  LaNoue.  Right  now  we  are  not  sure,  but  we  will  be. 

Dr.  Martin.  I  would  like  to  expand  the  answer  for  the  record, 
Mr.  Chairman. 

[The  information  follows:] 

Section  711  of  the  National  Defense  Authorization  Act  for  Fiscal  Year  (FY)  1991 
(Public  Law  101-510)  places  limitations  on  the  Military  Departments  with  respect  to 
reductions  in  health  care  personnel.  This  provisions  of  law  prohibits  reductions  in 
military  and  civilian  health  care  personnel  below  the  numbers  of  such  personnel 
serving  on  September  30,  1989,  unless  the  Department  of  Defense  certifies  to  Con- 
gress that  the  number  of  personnel  being  reduced  is  excess  to  current  and  projected 
needs  of  the  Services  and  that  the  reduction  will  not  increase  CHAMPUS  costs.  On 
April  14,  1993,  the  Department  submitted  to  the  Congress  the  required  certification 
for  fiscal  years  1991-1994.  As  part  of  this  certification  process,  the  Army  submitted 
to  the  Department  their  projected  active  duty  end  strength  by  Corps,  through  fiscal 
year  1999. 

According  to  these  figures,  the  Army  intends  to  reduce  its  physician  strength  by 
500,  between  FY  1989  and  FY  1996,  with  no  additional  reductions  through  FY  1999 
(5,363  versus  4,863).  This  represents  a  reduction  of  less  than  10  percent.  During  this 
same  period,  the  active  duty  population  of  the  Army  will  be  reduced  by  approxi- 
mately 33  percent,  the  catchment  beneficiary  population  by  21  percent,  and  the 
total  Army  beneficiary  population  by  13  percent. 

In  1994,  the  Army  physician  strength  is  projected  to  be  218  fewer  than  in  1989  (4 
percent),  but  the  Army  end  strength  as  a  whole  will  have  been  reduced  by  30  per- 
cent, the  catchment  population  by  20  percent,  and  the  total  beneficiary  population 
by  12  percent,  when  compared  to  1989. 

It  is  the  Department's  position  that  the  reduction  in  beneficiary  population  served 
by  the  Army  will  be  reduced  so  much  more  significantly  than  the  personnel  strength 
of  the  Army  Medical  Department  that  no  personnel  shortages  are  projected. 
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UNIFORMED  UNIVERSITY  OF  THE  HEALTH  SCIENCES 

Mr.  MuRTHA.  I  have  to  go  to  a  meeting  and  Mr.  Dicks  is  going  to 
take  over. 

Uniformed  University  of  the  Health  Sciences — USUHS — we 
looked  at  that  a  couple  of  years  ago  and  Mr.  Sabo  came  to  the  con- 
clusion that  it  was  cost  effective  to  continue  it.  Are  you  reviewing 
USUHS  now  and  have  you  reached  a  conclusion? 

Dr.  Martin.  The  Department  seems  to  be  perennially  reviewing 
USUHS  and  the  last  set  of  decisions  is  that  it  continues  to  be  cost 
effective.  But  I  assure  you  that  there  are  groups  within  the  Depart- 
ment that,  at  every  opportunity,  look  at  USUHS.  It  doesn't  suffer 
study,  I  can  assure  you. 

Mr.  Dicks.  Do  you  want  to  expand? 

ARMY  MEDICAL  FUNDING 

Dr.  Martin.  The  fact  is  that  when  the  change  to  a  Defense 
Health  Program  was  instituted,  the  assumption  was  that  there 
would  be  decreased  autonomy  in  the  three  respective  services.  That 
is  at  least  the  presumption.  There  is  going  to  be  by  definition  a  cre- 
ative tension  between  the  services  and  Health  Affairs  relative  to 
how  this  is  done. 

The  first  delay  of  fund,  if  it  continued,  would  have  resulted  in 
modifications  that  would  have  affected  the  Army's  ability  to  deliv- 
er care.  Those  funds  were  released.  The  funds  we  are  talking  about 
now  are  potential  CHAMPUS  funds.  A;  and  B,  I  agree  with  Dr. 
LaNoue  completely  that  the  funds  need  to  be  invested  expeditious- 

ly. 

Part  of  what  we  are  trying  to  do  is  work  out  a  means  by  which 
each  of  the  services  and  the  three  services  work  with  Health  Af- 
fairs in  a  more  unified  fashion.  There  will  be  a  degree  of  discom- 
fort. Money,  parking  spaces  and  positions  are  the  ways  to  create 
the  most  discomfort.  This  is  money  and  positions.  We  are  going  to 
see  a  sorting  out  of  how  we  responsibly  do  the  job  you  want  us  to 
do,  which  is  to  serve  a  more  aggressive  role  in  overseeing  the 
system. 

At  the  same  time,  the  services  have  responsibilities  relative  to 
their  central  mission  that  are  going  to  bump  up  against  that.  So  it 
is  possible  to  have  Dr.  LaNoue  say  what  he  said  and  for  me  to 
agree. 

At  this  juncture  today,  there  is  no  compromise  on  hiring. 

Mr.  Dicks.  What  are  you  going  to  do  to  help  Dr.  LaNoue  not  lose 
these  thousand  doctors? 

Dr.  Martin.  I  am  going  to  encourage  him  to  get  his  budget  staff 
in  with  the  right  data  to  justify  the  expenditures,  and  I  am  going 
to  give  it  to  him. 

Mr.  Dicks.  Is  there  a  problem  in  the  drawdown  itself?  Is  the 
Army  being  asked  to  take  too  much  of  the  drawdown?  Is  that  why 
we  are  losing  a  thousand  doctors? 

General  LaNoue.  This  is  because  of  the  Department  of  the 
Army's  drawdown  of  30  percent  of  their  manpower. 

Mr.  Dicks.  We  understand  that,  but  is  this  a  direct  consequence 
of  that? 
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General  LaNoue.  Yes,  sir.  They  in  fact  have  partially  protected 
us  because  we  are  drawing  down  a  little  bit  less  than  20  percent  as 
opposed  to  30  percent  overall. 

Mr.  Dicks.  But  you  still  are  going  to  have  a  shortfall  at  the  end 
of  the  day? 

General  LaNoue.  We  will  have  a  shortfall  at  the  end  of  the  day. 

Mr.  Dicks.  I  am  told  there  is  a  law  protecting  doctors  from  the 
drawdown. 

General  LaNoue.  With  regard  to  certification,  the  certification 
indicated  staffing  at  large,  and  that  was  the  main  reason  that  the 
program  called  Gateway  to  Care  came  into  being;  to  number  one 
become  more  efficient  and  to  number  two  develop  a  business  plan 
that  would  allow  us  to  hire  civilians  or  let  contracts  so  that  we 
could  in  fact  have  the  same  staffing  capacity  with  fewer  military 
personnel. 

Mr.  Dicks.  Is  that  less  expensive? 

General  LaNoue.  It  is  more  expensive. 

Mr.  Dicks.  So  it  doesn't  make  any  sense  to  do  that. 

General  LaNoue.  I  believe  that;  yes,  sir. 

Mr.  Dicks.  How  did  you  certify  it? 

Dr.  Martin.  There  are  two  components  of  certification.  First,  re- 
garding this  drawdown — we  are  only  talking  about  military  person- 
nel, and  the  first  certification  is  done  by  the  Army.  That  basically 
says  this  is  not  going  to  hurt  the  Army  if  we  lose  these  military 
personnel. 

The  second  part  of  the  certification  is  where  we  certify  that  this 
drawdown  has  not  increased  CHAMPUS.  Partly  due  to  the  success 
of  Gateway,  the  Army  thinks  the  drawdown  of  military  personnel 
is  appropriate.  The  combination  of  mechanisms  developed  using  ci- 
vilian personnel  contracts  plus  improvements  in  efficiency  by  Gate- 
way actually  prevented  an  increase  in  CHAMPUS  relative  to  that 
drawdown. 

So,  in  a  way  the  requirement  as  it  is  written  gets  met  because 
the  Army  is  getting  more  efficient  and  picking  up  more  of  the  load. 
I  think  we  would  agree  at  some  point  in  time  that  is  going  to  come 
to  an  end  because  you  can  only  compress  so  much.  What  happens 
is,  you  put  in  the  efficiencies  and  you  substitute  with  civilian  per- 
sonnel and  partnerships  which  enable  you  to  meet  the  overall 
strength  reductions  that  are  set  by  the  three  services  and  the  De- 
partment. But  eventually,  you  get  to  a  point  where  it  will  be  diffi- 
cult to  certify  without  affecting  CHAMPUS. 

This  year  we  were  able  to  certify.  I  think  as  Dr.  LaNoue  pointed 
out  the  real  bellwether  year  will  be  fiscal  year  1994. 

Mr.  Dicks.  So  in  1994  with  the  loss  of  a  thousand  doctors,  you  are 
not  going  to  be  able  to  properly  staff  your  hospitals.  You  will  have 
to  use  more  CHAMPUS  and  it  will  be  more  expensive,  so  why  do 
it? 

General  LaNoue.  Sir,  it  is  between  a  rock  and  a  hard  spot.  I 
have  to  reduce  the  force  according  to  Army  regulations. 

Mr.  Dicks.  Is  there  in  fact  a  law  that  says  you  are  not  supposed 
to  do  this  if  it  is  not  doable? 

General  LaNoue.  Sir,  it  says  do  not  drawdown  the  staff.  The 
staff  are  composed  of  both  military  and  civilian  personnel.  So  as 
long  as  I  have  the  money  to  hire  the  staff  and  let  the  contracts  and 
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in  fact  through  management  efficiencies  control  the  costs  which  we 
have  done  so  far 

Mr.  Dicks.  In  the  past  we  have  given  the  Army  some  extra 
money  from  time  to  time.  Are  you  telling  me  that  you  need  some 
extra  money  in  1994  in  order  to  be  able  to  avoid  a  bad  outcome 
here? 

General  LaNoue.  That  is  exactly  right. 

Mr.  Dicks.  As  I  understand  it,  General  Cameron,  Commander  of 
Health  Services  Command,  said,  "I  do  not  believe  our  system  can 
withstand  a  $400  million  O&M  defense  reduction  in  one  year  with- 
out a  drastic  curtailment  or  elimination  of  health  care  benefits  to 
our  non-active  duty  beneficiaries."  Do  you  agree  with  that? 

General  LaNoue.  Yes,  sir,  I  do.  He  may  have  overstated  the  $400 
million.  We  are  working  the  issue.  It  is  no  less  than  $200  million. 
The  argument  is  between  $200  million  and  $400  million. 

Dr.  Martin.  Mr.  Chairman,  we  talked  about  there  being  a  short- 
fall. The  shortfall  will  affect  not  only  the  Army,  but  also  the  Navy 
and  the  Air  Force.  Running  about  a  $450  million  potential  short- 
fall, we  introduce  management  efficiencies,  like  close  hospitals,  and 
not  only  the  Army  is  going  to  feel  that,  but  the  Navy  and  the  Air 
Force  are  going  to  feel  it,  too.  There  is  no  way  you  can  get  around 
that. 

Mr.  Dicks.  Mr.  Visclosky. 

CHILDREN  WITH  DISABILITIES 

Mr.  Visclosky.  Thank  you,  Mr.  Chairman. 

I  don't  have  a  question  to  any  specific  member  of  the  panel,  al- 
though I  have  a  question  to  the  panel.  Each  of  you  can  comment  or 
any  one  of  you.  I  have  been  reviewing.  Admiral,  your  statement.  I 
noticed  that  there  was  discussion  about  designing  a  program  for 
children  of  military  personnel  with  severe  disabilities. 

The  question  I  have  isn't  related  to  that  program  specifically,  but 
to  ask  about  generally  children  of  military  personnel.  Are  there 
special  problems  that  you  have  for  taking  care  of  kids  of  military 
personnel?  Are  there  some  things  that  are  very  common  that  we 
are  not  doing  enough  about,  that  we  are  not  addressing? 

What  caught  my  eye  in  the  statement  is  we  are  developing  a  pro- 
gram for  children  with  significant  disabilities.  My  question  is  what 
are  we  doing  today?  Again,  I  don't  mean  it  to  be  critical  or  adver- 
sarial. What  is  happening  to  these  kids?  Are  there  some  problems 
we  ought  to  be  concerned  about  in  their  health  care? 

Dr.  Martin.  It  rarely  is  an  advantage  to  be  a  pediatrician  with 
this  group,  but  it  is  now.  First,  your  question  gets  to  a  couple  of 
central  issues.  In  order  to  answer,  I  have  to  give  you  context. 

Number  one,  there  is  no  question  that  children  in  America  today 
have  a  whole  host  of  problems,  behavioral  and  other  kinds  of  prob- 
lems. In  fact,  you  just  have  to  look  at  our  health  statistics  com- 
pared to  other  countries  to  see  things  like  immunization  levels, 
lead  poisoning,  developmental  disorders,  homicide,  any  number  of 
behaviors  and  outcomes  which  don't  stack  up  too  well  with  the  rest 
of  the  world. 
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Our  children  share  in  those  problems,  but  additionally  they  have 
other  kinds  of  stresses  which  are  not  shared — so  that  we  are  basi- 
cally talking  about  children  of  military  personnel  or  retired  mili- 
tary personnel  who,  like  children  of  parents  from  other  kinds  of  vo- 
cational areas,  suffer  great  stresses.  Military  people  deploy,  fami- 
lies are  separated,  there  are  exigencies  of  life  in  the  service,  which 
I  won't  argue  are  more  or  less  than  a  fireman  or  a  policeman,  but 
they  are  certainly  different.  So  that  our  children  are  facing  those 
kind  of  concerns. 

Now  turning  to  look  at  the  things  that  DOD  has  done  over  the 
last  decade  or  so,  I  am  fairly  comfortable  with  what  is  available  to 
military  children.  First  of  all,  the  medical  care  to  these  children  is 
excellent.  Preventive  services  are  in  a  class  by  themselves.  Two 
measures  suffice: 

Right  now  the  administration  and  the  Department  of  Health  and 
Human  Services  are  struggling  to  get  immunization  rates  for 
school  age — entering  kids  up  from  30  and  40  percent.  We  get  upset 
when  ours  drops  below  85  or  90  percent.  Our  kids  are  well  immu- 
nized, and  that  means  they  have  been  seen  by  practitioners  so  that 
other  things  can  be  picked  up:  developmental  disorders,  behavioral 
disorders,  other  physical  illnesses. 

The  second  measure  which  indicates  the  same  thing,  is  our 
infant  mortality.  That  is  significantly  lower  than  the  national  aver- 
age, both  among  the  total  population  and  among  the  black  popula- 
tion, where  there  is  the  biggest  difference  in  the  private  sector. 
That  is  again  a  reflection  of  approach. 

So,  in  those  particular  areas  of  prevention  and  health  promotion, 
which  include  things  as  simple  as  having  kids  wear  helmets  if  they 
are  driving  motor  bikes  and  wearing  safety  belts  on  our  stations 
and  being  careful  what  foods  are  available  in  our  commissaries,  we 
have  a  system  then  that  is  worrying  about  those  kinds  of  things 
probably  as  well  or  better  than  anybody  in  the  country. 

When  it  comes  to  children  that  have  special  needs,  there  are 
three  kinds  of  needs:  educational,  developmental  and  medical.  The 
exceptional  need  program,  which  is  jointly  carried  out  by  Force 
Management  and  Personnel  activities,  the  family  management 
system  and  us,  is  probably  one  of  the  best  there  is. 

Occasionally  you  will  find  holes  and  they  need  to  be  fixed,  but 
again,  comparatively,  the  answer  to  your  question  is,  we  are  doing 
very  well. 

What  you  are  seeing  reflected  in  Dr.  Hagan's  statements  and  in 
other  activities  in  all  three  services  is  a  constant  effort  to  upgrade 
service  to  children.  For  example,  there  is  a  major  demonstration 
relative  to  creating  a  solid  link  between  maternal  and  child  health 
Title  V  programs  for  disadvantaged  children,  educational  or  devel- 
opmentally  compromised  children,  around  joint  education,  social 
and  medical  programs. 

We  have  a  demonstration  at  Madigan,  another  at  Fort  Meade, 
and  demonstrations  have  been  developed  in  the  other  two  services. 
So  you  see  an  active  process.  What  I  can  say  as  a  summary,  com- 
pared to  what  alternatives  these  children  would  have,  I  think  that 
we  have  a  very  positive  and  aggressive  program.  Compared  to  what 
we  constantly  identify  as  requirements  of  these  children,  we  con- 
tinue to  try  to  do  things,  and  there  is  hardly  a  month  to  go  by  that 
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some  new  approach  is  not  developed,  to  try  to  deal  with  a  unique 
group  of  children,  whether  it  be  children  with  unique  medical  prob- 
lems like  hemophilia,  or  the  most  needy  children  of  all,  the  devel- 
opmentally  disabled  or  the  educational  handicapped  children  in  the 
context  of  very  stressful  environments. 

It  is  hard  to  have  a  very  difficult  child  to  take  care  of  and  be  a 
single  parent. 

Mr.  ViscLOSKY.  When  you  talk  about  special  needs  and  develop- 
mental problems,  I  assume  mental  health  would  be  included  in 
that? 

Dr.  Martin.  Absolutely. 

Mr.  ViscLOSKY.  Are  there  special  problems  with  children — you 
talk  about  just  the  issue  of  the  danger  one  or  both  of  their  parents 
face  in  terms  of  their  daily  lives,  separation  issues;  moving. 

I  lived  in  the  same  house  all  of  my  life  when  I  was  growing  up. 
The  concept  of  me  moving  every  three  years  would  have  been  very 
daunting.  Is  there  anything  we  ought  to  be  aware  of? 

Dr.  Martin.  I  think  the  central  point  is  that  military  life  and  the 
stresses  of  the  military,  which  are  more  complicated  than  moving, 
separation,  the  stresses  of  the  unique  character  of  the  job — it  is 
comparable  to  policemen  at  certain  points  in  time. 

If  you  look  at  the  aggregate,  there  is  a  unique  set  of  stress  points. 
Given  that,  there  is  no  question  that  there  has  to  be  great  atten- 
tion paid  to  the  identification  and  resolution  of  those  particular 
kinds  of  problems  within  this  particular  group  of  children. 

Indeed,  I  am  saying  that  yes,  the  Committee  should  be,  and  actu- 
ally has  been,  concerned,  as  have  the  other  committees,  with  these 
unique  kinds  of  problems.  If  you  ask  whether  our  children  are,  in 
the  aggregate — if  there  is  any  scientific  evidence  to  say  they  are — 
sicker  than,  will  have  more  mental  illness  than,  or  have  higher  sui- 
cide rates  than  other  children,  that  is  very  difficult  to  prove  for 
two  reasons. 

One,  the  science  of  that.  The  science  of  mental  health  is  almost 
an  oxymoron;  very  difficult,  particularly  with  adolescents,  to  figure 
out  where  we  are  and  what  the  outcomes  are.  But  also,  it  is  bal- 
anced by  the  fact  that  we  do  a  very  aggressive  job  of  resolution. 

There  is  no  military  base  in  this  country  that  you  could  visit 
today  where  you  would  not  find  troubled  children  and/or  family 
circumstances  which  could  use  family  assistance,  care,  or  in  some 
cases  medical  support. 

I  guess  our  job  is  constantly  to  recognize  that  and  continue  to  try 
to  resolve  it.  We  do  have  a  commitment  and  responsibility  to  those 
kids,  and  they  do  live  in  an  environment  like  their  parents,  which 
is  a  tough  environment.  That  is  part  of  the  unique  character  of  the 
military  family. 

Mr.  ViscLOSKY.  Admiral,  on  page  15  of  your  testimony  you  talked 
about  children  with  disabilities  and  a  project  to  develop  locally  ap- 
propriate systems.  There  are  two  questions  I  have. 

Could  you  describe  what  types  of  disabilities  we  are  talking 
about,  a  description  of  those  at  least  in  a  generic  sense  and  what 
system  is  in  place  today  and  what  are  you  looking  to  develop? 

Admiral  Hagen.  I  think  Dr.  Martin  covered  it  generally.  What  is 
unique  about  Jacksonville  is  that  we  have  incorporated  the  CHAM- 
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PUS  program  and  CHAMPUS  select  people  as  liaison  to  work  in 
Jacksonville,  which  makes  it  a  little  different  than  other  places. 

We  have  several  areas  of  the  country  that  we  are  working  proto- 
types as  you  mentioned  so  that-what  we  are  really  talking  about  is 
identifying  early  in  infants  and  children,  whether  there  are  physi- 
cal or  emotional  handicaps  or  other  problems,  identifying  them 
early  and  getting  them  the  appropriate  care  that  they  need  for 
either  the  physical  or  the  mental,  and  that  includes  the  school  sys- 
tems and  getting  them  in  the  right  schools  and  things. 

We  are  seeking  out  and  identifying  early  children  with  these 
problems  and  getting  them  married  up  with  systems  to  educate 
them  and  give  them  the  medical  care  and  support  that  they  need. 
Jacksonville  is  linked  through  the  CHAMPUS  select  program  I  be- 
lieve. 

TIDEWATER  MENTAL  HEALTH  DEMONSTRATION 

Mr.  ViscLOSKY.  The  GAO  recently  issued  a  report  on  the  Tide- 
water Mental  Health  Demonstration  that  showed  $148  million  sav- 
ings over  the  life  of  the  demonstration. 

What  are  the  Department's  plans  now  for  the  delivery  of  mental 
health  care  in  Tidewater  and  does  it  include  an  at-risk  model  based 
on  the  success  of  the  original  demonstration? 

Dr.  Martin.  The  current  contract  is  an  at-risk  model.  There  are 
two  ways  to  do  at  risk:  at  risk  in  a  contractual  mechanism  or  at 
risk  by  fixed  cost.  Either  way  works.  While  the  contract  did  save 
$148  million  over  a  number  of  years,  the  same  report  said  there  are 
things  we  need  to  fix  in  that  particular  demonstration  with  regard 
to  case  management  and  the  utilization  of  adolescent  child  serv- 
ices. There  were  some  concerns  about  oversight  of  quality  and 
things  like  that. 

The  fundamental  savings  have  been  wrung  out  relative  to  what 
you  can  do  with  managed  care  as  we  have  witnessed  other  places. 
Our  current  plans  are  to  extend  that  contract,  during  which  period 
of  time  the  Navy,  in  consonance  with  the  TRICARE  project,  can 
create  a  competitive  contract  approach  to  providing  those  services 
for  the  Tidewater  area. 

Ultimately  we  would  hope  that  that  approach  would  include  a 
much  broader  geographic  area  because  our  catchment  area  for 
large  facilities  like  Portsmouth  is  going  to  be  much  broader  than 
traditional  catchment  areas. 

CONTRACTOR  PROVIDER  ARRANGEMENT    (CPA) — NORFOLK 

Mr.  ViscLOSKY.  The  average  cost  per  psychiatric  admission  in 
CHAMPUS  nationally  is  over  $12,000  while  in  the  Tidewater  pro- 
gram under  the  original  demonstration  it  was  just  over  $3,000. 

Given  the  qualifications  that  GAO  has  placed  on  the  assessment 
as  well  as  your  comments,  why  do  you  believe  that  the  mental 
health  costs  were  able  to  be  cut  so  dramatically  at  Tidewater? 

Dr.  Martin.  There  were  three  reasons. 

Number  one,  they  had  aggressive  case  management,  utilization 
management. 

Number  two,  they  used  partial  hospitalization,  which  we  now 
have  the  legislative  authority  for  nationally  and  are  implementing 
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through  regulations.  That  is  a  very  important  way  to  minimize 
both  hospitaUzation  and  cost  of  hospitalizations. 

Third  is  that  frankly,  the  particular  program  used  very  little  res- 
idential treatment  facility  care,  and  the  average  RTC  cost  per  ad- 
mission is  very  high.  The  average  cost  is  close  to  $100,000  in  some 
cases.  When  you  don't  do  very  much  of  that,  it  is  easy  to  drop  your 
average  cost. 

The  same  report  pointed  out  some  large  number  of  RTC  cases 
that  simply  went  outside  the  demonstration  area.  So,  they  ended 
up  being  counted  in  the  other  average  and  not  in  the  CPA  average. 
The  bottom  line  is  that.  A,  aggressive  utilization  management;  B, 
shift  to  partial  hospitalization;  and  C,  a  radical  reduction  in  exten- 
sive, very  expensive  admissions  for  adolescent  children,  are  funda- 
mentally the  differences  between  those  two  numbers. 

Mr.  ViscLOSKY.  In  terms  of  comparison,  could  you  for  the  record 
provide  us  with  the  utilization  rates  compared  nationally? 

[The  information  follows:] 

Our  national  mental  health  utilization  management  program  (Health  manage- 
ment strategies)  provides  excellent  comparative  data  to  our  demonstration  project 
(contracted  Provider  Arrangement  (Tidewater)). 

CPA  HMS 

Inpatient  Admissions '6.7  '5.27 

ALOS  (days) 9.1  15.5 

RTC  Admissions M  ».56 

Days 85  158.4 

Partial  Hosp  Admissions M.6  {^) 

'  Per  thousand. 
^  Not  applicable. 

These  figures  substantiate  my  "bottom  line"  assertion  that  aggressive  utilization 
management,  a  shift  to  partial  hospitalization,  and  a  radical  reduction  in  extensive, 
very  expensive  long  admissions  for  adolescents  resulted  in  dramatic  cuts  in  mental 
health  costs  in  the  Tidewater  area. 

FT  BRAGG  MENTAL  HEALTH  DEMONSTRATION 

Mr.  ViscLOSKY.  What  is  the  status  of  the  Fort  Bragg  Mental 
Health  Demonstration  program? 

General  LaNoue.  The  Fort  Bragg  Demonstration  program  is 
nearing  its  conclusion.  It  started  in  1989  at  a  time  when  the  cost 
inflation  of  mental  health  was  very  high  and  the  access  for  pediat- 
ric and  adolescent  care  in  the  Fort  Bragg  area  was  very  poor. 

We  learned  a  great  deal  from  that  project  and  Vanderbilt  Uni- 
versity has  the  contract  for  evaluating  that  program.  At  the 
present  time,  we  feel  that  we  have  learned  enough  from  it  and  be- 
cause of  the  cost  inflation  that  has  gone  on  there,  and  because  of 
our  better  understanding  of  providing  access  and  shifting  inpatient 
care  into  proper  outpatients  modalities,  that  has  been  demonstrat- 
ed number  one  at  Tidewater  as  you  just  said,  as  well  as  with  our 
Gateway  care  at  Fort  Hood  and  Fort  Campbell. 

We  in  fact  have  a  more  cost-effective  way  of  providing  the  same 
services.  So  we  are  waiting  for  the  final  evaluation  so  that  we  can 
have  a  summation  as  to  what  the  results  are.  But  it  appears  it  is 
time  for  that  program  to  be  terminated  and  to  transform  into  a  lo- 
cally managed  or  hospital-managed  system. 
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Mr.  ViscLOSKY.  What  would  be  the  Army's  involvement  in  terms 
of  the  follow-on  program? 

General  LaNoue.  The  Army's  involvement  would  be  to  design  it 
and  manage  it. 

Mr.  ViscLOSKY.  Was  the  congressionally  imposed  cap  on  the  Fort 
Bragg  Demonstration  program  met? 

General  LaNoue.  Was  there  a  congressional  cap?  Yes,  sir. 

Mr.  ViscLOSKY.  And  was  that  cap  met? 

General  LaNoue.  Yes. 

Mr.  ViscLOSKY.  You  always  tend  to  be  in  an  area  that  people  are 
concerned  about,  but  that  does  not  necessarily  sometimes  get  the 
attention  it  is  due.  I  think  we  have  some  very  serious  problems  and 
I  appreciate  your  responses  today. 

Mr.  Skeen? 

NATIONAL  HEALTH  CARE  REFORM 

Mr.  Skeen.  Thank  you,  Mr.  Chairman.  Would  you  comment  on  the 
major  effects  of  the  President's  health  care  reform  proposal  and 
what  those  effects  would  be  on  the  Defense  Department  Health  Care 
program? 

Dr.  Martin.  I  think  it  is  premature  to  say  specifically  what  the 
elements  of  the  program  are  because  the  President  is  in  the  process 
of  making  final  decisions  as  we  speak.  I  think  the  broad  outlines  of 
the  plan  essentially  create  a  system  of  universal  coverage,  and  a 
move  toward  choice  between  managed  care  alternatives  that  attain 
their  cost  effectiveness  through  what  they  call  managed  competi- 
tion. 

It  is  an  idea  having  either  a  purchasing  cooperative  or  health  al- 
liance at  the  State  level  competitively  purchasing  care  for  a  large 
proportion  of  the  people  within  the  State  from  accountable  health 
plans.  That  concept  will  be  coupled  with  requirements  to  have  ef- 
fective public  health,  preventive  and  health  promotion  programs. 

The  answer  to  your  question  specifically  is,  the  work  that  has 
been  done  in  the  last  five  or  six  years  relative  to  developing  man- 
aged care  approaches,  developing  networks,  developing  demonstra- 
tions like  CRI,  CAM  and  CPA  have  given  us  an  important  step 
forward  in  figuring  out  how  we  are  going  to  do  that,  if  the  decision 
is  that  we  become  military  accountable  health  plans. 

We  can  become  military  accountable  health  plans  and  we  can 
participate.  Jointly,  we  would  work  with  support  contractors  to  be 
competitive  and  have  military  facilities  run  the  military  competi- 
tive health  plans.  I  believe  we  are  in  a  good  position  to  move  in 
conjunction  with  that  plan.  I  think  that  whatever  national  plan 
emerges,  it  has  to  consider  two  unique  considerations. 

One,  nothing  in  the  plan  should  compromise  readiness.  I  think 
that  is  an  absolute  and  I  am  confident  that  it  will  be  intrinsic  to 
the  plan. 

The  second  thing  is  that  there  is  an  unique  commitment  between 
DoD  and  its  beneficiaries  that  should  not  be  dramatically  changed 
or  reduced  relative  to  what  the  national  plan  might  propose. 
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I  believe  both  of  those  sensitivities  are  going  to  be  extant  in  the 
plan,  and,  if  that  is  true,  we  are  going  to  be  in  a  good  position  to 
work  within  that  environment. 

Mr.  Skeen.  Generally,  you  don't  foresee  any  problems  with  these 
proposals  in  controlling  health  care  costs  and  more  stringent  man- 
aged care?  Will  they  have  any  effect  on  the  programs?  Are  they 
going  to  serve  as  a  model? 

Dr.  Martin.  Right  now  costs  for  indemnity  plans  are  increasing 
at  somewhere  between  12  and  22  percent  per  year.  HMO  costs  are 
increasing  at  about  8  or  9  percent  per  year.  The  budget  we  just 
gave  you,  even  if  you  make  a  correction  or  two  for  the  shortfall,  is 
only  going  to  be  AV2  percent.  Our  annual  increase  is  half  as  much 
as  HMO's. 

I  would  have  to  say  we  would  actually  welcome  the  increase  that 
the  HMO  industry  seems  to  have  annually.  That  would  give  us  a 
windfall.  Their  budgetary  control,  frankly,  is  going  to  have  to  go  a 
ways  to  be  as  stiff  as  ours  is.  We  would  just  like  to  break  even. 

General  LaNoue.  If  we  come  to  accountable  health  care  plans, 
the  military  may  have  a  special  role  because  we  will  have  estab- 
lished health  care  plans  in  many  areas  where  there  won't  be  com- 
petitive environments  among  professional  business  people  to  pro- 
vide care  there,  and  we  may  be  a  safety  outlet  and  be  able  to  use 
our  efficient  system  to  support  folks  in  remote  areas. 

I  wouldn't  want  to  go  to  New  York  City  and  try  to  compete  with 
organizations  there. 

Mr.  Skeen.  Thank  you,  Mr.  Chairman. 

Mr.  ViscLOSKY.  Mr.  Darden. 

HOSPICE  CARE 

Mr.  Darden.  Thank  you,  Mr.  Chairman. 

In  the  last  Congress  in  the  Armed  Services  Committee,  I  worked 
with  personnel  subcommittees  in  both  the  House  and  the  Senate. 
We  were  able  to  enact  a  provision  of  law  which  authorizes  the  initi- 
ation of  hospice  care  into  CHAMPUS.  My  concern  now  is  to  what 
extent  has  that  been  implemented?  Could  you  give  me  parameters 
of  the  program.  Dr.  Martin? 

Dr.  Martin.  It  can  be  and  should  be  implemented.  The  basic 
design  of  our  hospice  approach  is  going  to  borrow  from  the  private 
sector  models.  We  have  a  regulation  on  its  way  to  being  published 
as  a  notice  of  proposed  rulemaking.  I  will  provide  detailed  informa- 
tion for  the  record. 

[The  information  follows:] 

The  Department  is  developing  a  proposed  rule  to  establish  a  hospice  benefit  under 
CHAMPUS.  Borrowing  from  private  sector  models,  the  CHAMPUS  hospice  benefit 
will  offer  an  alternative  to  traditional  therapeutic  treatment  which  may  no  longer 
be  appropriate  or  desirable  for  the  terminally  ill  patient.  Emphasis  will  be  on  home 
rather  than  institutional  care  and  on  treating  the  social,  psychological,  spiritual, 
and  physical  needs  of  the  entire  family.  The  benefit  is  designed  to  provide  palliative 
care  to  individuals  with  less  than  six  months  to  live;  it  will  feature  supportive  serv- 
ices such  as  pain  control  and  home  care  rather  than  cure-oriented  services  provided 
in  institutions.  Specific  program  parameters  now  being  considered  are  summarized 
below. 

Eligibility.  Hospice  benefits  will  be  available  to  CHAMPUS  beneficiaries  who 
have  a  life  expectancy  of  six  months  or  less.  Patients  who  elect  the  hospice  benefit 
will  be  required  to  waive  all  other  CHAMPUS  benefits. 
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Benefits.  The  CHAMPUS  hospice  benefit  will  cover  the  following  services  and  sup- 
plies: 1)  physicians'  services;  2)  nursing  care  provided  by  or  under  the  supervision  of 
a  registered  professional  nurse;  3)  medical  social  services  provided  by  a  social 
worker  operating  under  the  direction  of  a  physician;  4)  counseling  services  provided 
to  the  terminally  ill  patient  and  caretakers  at  home;  5)  short-term  inpatient  care 
(both  general  and  respite);  6)  medical  supplies,  including  drugs  and  biologicals;  7) 
durable  medical  equipment  and  other  self-help  or  personal  comfort  items  related  to 
palliation  or  management  of  terminal  illness  at  home;  8)  home  health  aide  services; 
and  9)  physical  therapy,  occupational  therapy  and  speech-language  pathology  serv- 
ices. 

Reimbursement.  Hospice  programs  must  be  Medicare  certified  in  order  to  receive 
reimbursement  under  CHAMPUS.  Reimbursement  schemes  will  generally  follow 
Medicare  rates  and  payment  strategies  for  hospice  care.  National  Medicare  hospice 
rates  will  be  used  for  reimbursement  of  the  following  levels  of  care  provided  by  or 
under  arrangement  with  a  Medicare-approved  hospice  program:  1)  routine  home 
care;  2)  continuous  home  care;  3)  inpatient  respite  care;  4)  general  inpatient  care. 

There  will  be  no  deductibles  under  the  hospice  benefit.  Except  for  small  cost-share 
amounts  for  outpatient  drugs  and  inpatient  respite  care,  CHAMPUS  will  pay  full 
cost  of  all  covered  services. 

The  proposed  rule  for  a  new  CHAMPUS  hospice  benefit  is  in  the  final  stages  of 
approval  and  should  be  published  very  soon. 

Dr.  Martin.  We  have  been  delayed  in  implementing  the  regula- 
tion, but  we  are  getting  by  that  now.  We  are  very  interested  in  get- 
ting that  regulation  out  and  beginning  the  program. 

Mr.  Darden.  We  tried  to  simplify  the  implementation  by  provid- 
ing the  type  of  care  that  would  be  the  same  as  Medicare  because 
we  wanted  to  keep  it  as  simple  as  possible.  Hospice,  we  believe,  is 
one  cost-effective  way  in  which  using  our  existing  resources  we  can 
provide  a  better  quality  of  care  for  terminally  ill  patients.  Realiz- 
ing that  in  instances  where  health  care  is  at  its  most  expensive 
levels,  most  terminally  ill  patients  would  prefer  to  remain  at  home 
under  some  less  supervised  care. 

Let  me  encourage  you  to  continue  to  keep  this  program  on  the 
front  burner  because  we  do  feel  very  strongly  about  it  here,  and  we 
don't  see  any-unless  there  are  some  impediments  you  see,  we  don't 
see  any  reason  why  it  should  not  be  implemented  as  quickly  as  pos- 
sible and  would  appreciate  your  prompt  compliance  with  it. 

Thank  you.  General. 

FORT  BRAGG  MENTAL  HEALTH  DEMONSTRATION 

Mr.  ViscLOSKY.  Fort  Bragg,  in  terms  of  the  program  we  just  dis- 
cussed, it  is  my  understanding  the  evaluation  program  will  not  be 
completed  until  fiscal  year  1994.  Could  I  ask  the  purpose  and  justi- 
fication for  completing  and  terminating  the  program  at  this  point 
since  the  evaluation  is  still  outstanding? 

Dr.  Martin.  Actually,  the  contract  that  was  entered  into  with 
Vanderbilt  for  the  evaluation,  the  original  $3  million  contract,  gave 
a  date  of  completion  as  the  end  of  this  fiscal  year.  So  it  was  sup- 
posed to  end  September  30,  1993.  What  the  contractor  has  pro- 
posed-we  are  actually  getting  into  a  procurement  negotiation  dis- 
cussion here-is  a  nine-month  extension.  The  contractor  has  further 
proposed,  in  addition  to  the  $3  million  for  the  evaluation,  an  addi- 
tional almost  $2  million  cost  overrun. 

There  are  active  negotiations  going  on  between  the  Army  and 
Vanderbilt  University  on  3  points.  The  first  part  of  the  discussion 
is:  it  was  not  planned  to  end  in  fiscal  year  1994,  but  in  fact,  this  is 
what  the  contract  says.  There  are  different  points  of  view  about 
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why  it  would  need  to  be  extended,  which  basically  get  into  some 
biostatistical  differences  about  what  is  comparable,  what  appropri- 
ate lesson  can  you  justify,  what  level  of  significance  you  have  to 
have. 

Recently  I  had  a  discussion  with  Mr.  Hefner's  staff  on  that  exact 
point.  There  is  fundamentally  a  significant  difference  of  opinion. 
The  Army  has  requested  an  independent  biostatistical  evaluation 
of  that  particular  question. 

The  second  question  has  to  do  with  the  fact  that  Vanderbilt, 
which  has  a  large 

Mr.  ViscLOSKY.  Does  the  evaluation  have  to  take  place  in  the 
next  fiscal  year? 

Dr.  Martin.  It  was  supposed  to  be  the  one  completed  by  Septem- 
ber. We  are  trying  to  determine  whether  it  can  be  as  we  originally 
agreed  in  the  contract,  completed  by  September.  That  is  the  Van- 
derbilt evaluation.  Vanderbilt  would  like  to  have  almost  2  million 
more  dollars  plus  9  more  months. 

Mr.  ViscLOSKY.  To  do  the  evaluation? 

Dr.  Martin.  To  complete  the  evaluation  they  began  four  years 
ago.  The  question  really  is,  is  there  enough  information  already 
gathered  by  the  evaluator,  i.e.,  Vanderbilt,  to  make  the  judgment 
required  to  determine  that  we  have  learned  what  we  need  from 
this  demonstration  and  we  can  move  on. 

The  Army's  position  is,  they  believe  there  is  enough  information 
to  make  a  statistically  valid  conclusion.  Vanderbilt  believes  they 
don't  have  enough  data  and  they  need  2  million  more  dollars  and  9 
more  months.  The  Army  has  asked  an  independent  evaluator  to 
look  at  the  question  to  say  who  is  right.  That  is  a  question  that  has 
to  be  resolved. 

The  second  question  that  has  to  be  resolved  is  what  level  of 
detail  does  the  evaluation  really  require.  Obviously  there  is  great 
interest  on  the  part  of  Vanderbilt  relative  to  tying  this  evaluation 
with  a  major  grant  they  had  from  NIH,  doing  much  the  same 
thing.  So,  they  have  a  series  of  questions  where  continued  collec- 
tion of  data  might  be  very  valuable. 

I  would  anticipate  the  Army  might  not  be  unhappy  with  that, 
but  it  needs  to  be  worked  out.  The  third  gets  to  an  important 

Mr.  ViscLOSKY.  It  would  also  be  operated  under  a  grant  from 
NIH? 

Dr.  Martin.  They  have  a  large  grant  from  NIH  already.  They 
have  two  grants,  one  from  us  and  one  from  NIH  and  they  overlap. 

The  third  question  is  whether  the  demonstration  ends  on  9-30  or 
12-31  or  whatever  date  is  ultimately  decided.  There  is  an  impor- 
tant set  of  discussions  relative  to  what  has  to  be  done  to  transition 
those  patients.  The  core  of  the  issue  is  how  do  we  make  a  transi- 
tion with  those  individuals,  families  and  children,  into  a  setting 
that  is  modified  from  the  current  design.  It  would  be  an  activity 
run  directly  by  the  military  treatment  facility  as  opposed  to  an  in- 
dependent contractor  located  in  Raleigh. 

I  think  those  issues  are  actively  being  looked  at  now,  and  the 
Army  has  been  working  with  us  and  with  Vanderbilt  and  the  state 
of  North  Carolina  to  come  up  with  concrete  conclusions.  We  are 
probably  a  couple  of  weeks  away  from  having  hard  information. 
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We  would  be  delighted  to  submit  the  update  of  that  process.  I  think 
it  is  a  warmly  felt  issue  on  both  sides. 

No  one  intends  to  see  bad  things  happen  to  the  children,  but 
equally,  we  can't  indefinitely  continue  a  demonstration  that  has 
proved  that  you  can  spend  a  great  deal  of  money  on  very  compli- 
cated systems  taking  care  of  kids. 

We  have  seen  an  increase  of  over  300  percent  in  costs  in  less 
than  3  years.  We  are  sure  that  that  part  of  the  demonstration  we 
want  to  be  more  hesitant  about. 

General  LaNoue.  I  may  have  given  you  inappropriate  informa- 
tion when  you  asked  about  the  congressional  cap.  Let  me  read  from 
the  notes  here.  Costs  have  increased  steadily  under  the  project 
using  the  fiscal  year  1993  congressional  cap  of  $18.5  million.  Total 
projected  costs  through  fiscal  year  1993,  $56  million,  exceed  origi- 
nal projections  of  $25  million  by  121  percent.  That  is  why  we  are 
concerned. 

We  feel  we  can  more  effectively  manage  this.  We  have  learned 
from  this  program  and  we  in  fact  would  like  to  ask  your  assistance 
in  modifying  CHAMPUS  regulations  because  some  of  the  services 
they  provide  have  proven  to  be  effective  and  could  be  paid  by 
CHAMPUS,  but  they  currently  are  not. 

So  with  your  assistance  we  could  get  that  authority  through 
CHAMPUS  and  manage  this  at  a  much  more  reasonable  cost. 

Mr.  ViscLOSKY.  That  is  a  huge  chunk  of  change. 

General  LaNoue.  Yes,  sir. 

Mr.  ViscLOSKY.  You  have  been  in  touch  with  Mr.  Hefner's  office 
as  well? 

Dr.  Martin.  Yes.  We  had  a  discussion  this  morning  and  gave  as- 
surances that  we  would  give  feedback  to  Mr.  Hefner's  staff  within 
a  couple  of  weeks  on  biostatistical  questions.  And,  we  and  the 
Army  will  meet  with  people  from  Vanderbilt  to  clarify  what  our 
disagreements  are,  if  there  are  any  left. 

Mr.  ViscLOSKY.  The  question  is  not  that  you  would  have  a  lack  of 
funds  in  1994.  There  is  a  series  of  issues  in  terms  of  the  cost  over- 
run, the  validity  of  continuing  the  evaluation,  you  might  have 
enough  information  today,  or  if  you  do  need  some  additional  eval- 
uation what  the  scope  of  that  work  is  and  what  the  true  cost  would 
be. 

Dr.  Martin.  Yes. 

Mr.  ViscLOSKY.  Mr.  Skeen? 

Mr.  Skeen.  I  have  no  further  questions. 

Mr.  ViscLOSKY.  Gentlemen,  thank  you  very  much.  We  appreciate 
your  attendance  and  your  responses.  There  will  be  additional  ques- 
tions for  the  record. 

The  committee  will  adjourn  until  1:30  p.m.  this  afternoon. 

[Clerk's  note. — Questions  submitted  by  Mr.  Wilson  and  the  an- 
swers thereto  follow:] 

DOD  restructuring 

Question.  Is  it  the  intent  of  the  DoD  restructuring  to  create  a 
leaner  force?  If  so,  might  we  expect  to  see  active  duty  medical  com- 
ponents reduced  to  approximate  those  elements  required  for  readi- 
ness purposes?  If  that  is  the  case,  doesn't  that  mean  that  the  pri- 
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vate  health  care  sector  will  be  required  to  fill  the  health  care  void 
for  military  dependents  and  for  military  retirees  and  their  depend- 
ents? 

Answer.  As  the  Department  adjusts  its  active  and  reserve  compo- 
nent strength  to  meet  mission  requirements  of  the  post  cold  war,  a 
leaner  force  will  result.  The  reduction  in  active  duty  strength  is 
impacting  on  the  size  of  the  medical  departments  of  the  three  Serv- 
ices. The  Department  on  April  14,  1993,  certified  to  the  Congress 
the  reductions  of  medical  personnel  in  fiscal  years  1991  through 
1994,  which  will  be  below  fiscal  year  1989  levels.  The  certification 
criteria  used,  reflect  legislative  requirements:  (1)  that  the  number 
of  personnel  being  reduced  is  excess  to  current  and  projected  needs, 
and  (2)  that  CHAMPUS  costs  will  not  increase  as  a  result  of  the 
reduction.  In  developing  a  leaner  force,  bases  are  being  realigned 
and  closed,  necessitating  closure  of  military  treatment  facilities 
(MTFs)  in  some  communities  with  large  retired  populations  de- 
pendent on  the  closing  MTF  for  medical  care.  As  a  result,  the  De- 
partment is  working  hard  to  find  efficient  and  cost  effective  alter- 
natives, including  use  of  private  sector  resources,  for  providing 
health  care  to  these  beneficiaries. 

CIVILIAN  HEALTH  AND  MEDICAL  PROGRAM  OF  THE  UNIFORMED 

SERVICES 

Question.  Balancing  the  objectives  of  the  White  House  national 
care  reform  initiatives  and  those  of  DoD's  plans  for  CHAMPUS 
how  do  you  envision  the  role  for  the  fiscal  intermediary  in  future 
CHAMPUS  partnerships?  Concurrently,  how  do  you  see  the  rela- 
tionship between  the  fiscal  intermediary  and  the  managed  care 
provider? 

Answer.  CHAMPUS  has  found  that  utilizing  fiscal  intermediar- 
ies can  contribute  to  the  efficiency  and  cost  effectiveness  of  its  pro- 
grams. In  the  coming  months,  as  the  President's  health  reform 
plan  begins  to  affect  the  health  care  market  place,  we  will  continue 
our  ongoing  evaluation  and  monitoring  of  our  fiscal  year  interme- 
diaries. Whatever  changes  health  reform  ultimately  brings,  so  long 
as  we  find  that  fiscal  intermediaries  enhance  CHAMPUS  program 
efficiency  and  cost  effectiveness,  we  will  continue  to  employ  them 
to  help  implement  our  programs. 

Question.  Under  the  DoD  health  affairs  regionalization  plan, 
would  CHAMPUS  retain  some  system  responsibilities?  If  so,  what 
do  you  think  they  will  be?  Who  would  assure  compliance  with  the 
standardization  of  benefits? 

Answer.  By  promoting  regionalization  we  are  creating  a  system 
in  which  area  decision  makers  will  have  the  flexibility  to  use  man- 
aged care  principles  to  develop  a  health  care  delivery  system  that 
will  best  meet  the  needs  of  their  beneficiary  population.  In  this  de- 
centralized system  the  role  of  OSD  is  to  provide  support  to  regional 
commanders  and  ensure  consistency  of  quality,  access  and  cost  ef- 
fectiveness across  regions.  Accordingly,  we  are  developing  measures 
in  these  areas  so  that  the  Department  can  both  monitor  the  effec- 
tiveness of  regional  health  care  systems  as  well  as  provide  the  nec- 
essary feedback  to  regional  decision  makers.  The  Department  will 
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ensure  that  despite  variations  that  may  exist  in  regional  delivery 
systems,  comparable  benefits  will  be  available  to  all  beneficiaries. 

Question.  To  what  extent  will  the  DoD  be  developing  managed 
care  systems  in  conjunction  and  coordination  with  States  as  those 
States  reform  health  care  plans  and  systems?  Describe  how  coordi- 
nation will  occur. 

Answer.  In  developing  managed  care  programs  we  believe  it  is 
important  to  place  a  significant  level  of  responsibility  and  account- 
ability at  the  local  or  regional  level.  For  example,  we  designated 
military  medical  centers  as  lead  agents  for  overlapping  catchment 
areas.  These  lead  agents  will  coordinate  planning,  build  integrated 
health  care  networks,  and  serve  as  the  referral  center  for  a  broad 
system  of  care. 

Regional  decision  makers,  as  are  being  created  through  the  lead 
agent  approach,  are  in  the  best  position  to  respond  creatively  to 
the  state  and  regional  variations  that  will  continue  to  exist  as  the 
President's  health  reform  initiative  progresses. 

As  states  reform  their  health  delivery  systems  we  want  local 
military  decision  makers  to  be  in  a  position  to  identify  and  develop 
the  coordination  that  is  needed  between  the  military  managed  care 
system  and  the  health  care  systems  of  the  different  states. 

Question.  Is  there  a  current  initiative  for  the  Health  Care  Fi- 
nancing Administration  (HCFA)  to  reimburse  military  health  care 
facilities  for  care  provided  to  military  beneficiaries  over  the  age  of 
65?  Would  the  rule  be  different  for  Medicare  eligible  beneficiaries 
at  base  closure  sites? 

Answer.  This  matter  is  among  the  topics  the  President's  Health 
Care  Reform  Task  Force  for  a  National  Health  Care  System  may 
consider.  We  are  awaiting  their  recommendations  in  this  regard. 

Question.  An  RFP  for  CHAMPUS  delivery  in  the  Mid-Atlantic 
Region  has  been  released.  It  has  virtually  no  provisions  for  man- 
aged care.  How  do  you  plan  to  proceed  with  this  RFP?  If  it  is  the 
intention  of  DoD  to  add  managed  care  elements  to  the  Mid- Atlantic 
contract  will  you:  Award  the  contract  as  written  (non-managed) 
and  add  managed  care  with  change  orders;  withdraw  the  bid  and 
extend  the  current  arrangement  while  a  new  RFP  or  structure  is 
designed;  amend  the  current  RFP;  or  award  the  contract  now  out 
for  bid  on  a  short-term  basis?  If  the  latter,  is  it  appropriate  to  go 
through  the  expense  of  an  RFP  process? 

Answer.  The  CHAMPUS  Mid-Atlantic  Region  Fiscal  Interme- 
diary Request  for  Proposals  (RFP)  contains  some  minimal  managed 
care  requirements.  However,  at  this  time,  we  are  not  implementing 
a  full  managed  care  program.  Please  be  assured,  however,  that  the 
Department  fully  supports  the  concepts  of  managed  care  in  helping 
to  curb  the  growth  of  health  care  costs.  We  intend  to  maximize  the 
use  of  appropriate  managed  care  provisions  consistent  with  the  Ad- 
ministration's health  care  reform,  in  reshaping  the  Military  Health 
Services  System.  While  we  have  chosen  to  employ  an  alternative 
benefit  structure  compatible  with  managed  care  in  several  demon- 
strations, we  do  not  yet  have  an  approved  standard  benefit  pack- 
age. We  believe  the  establishment  of  such  a  benefit  must  be  done 
after  consideration  of  the  recommendations  proposed  by  the  Presi- 
dent's Task  Force  on  National  Health  Care  Reform  and  adopted  by 
Congress.  When  these  recommendations  are  delivered  we  will  then 
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be  able  to  consider  changes  to  the  managed  care  requirements  de- 
veloped for  our  CHAMPUS  fiscal  intermediary  procurements.  De- 
pending on  the  timeframe  and  the  magnitude  of  the  changes  to  the 
current  RFP,  we  plan  to  incorporate  any  changes  by  competitive 
procurement  of  multi-State  managed  care  contracts. 

Question.  What  are  DoD's  plans  for  statewide  CHAMPUS  Reform 
Initiative  in  Texas?  How  soon  can  we  expect  an  RFP  to  be  released 
for  CHAMPUS  managed  care  in  Texas? 

Answer.  The  Department  is  presently  evaluating  a  variety  of 
strategies  to  implement  a  statewide  managed  health  care  program 
in  Texas.  At  this  time  the  Department  does  not  yet  have  a  date  es- 
tablished for  the  release  of  a  request  for  proposals  (RFP)  for 
CHAMPUS  managed  care  in  Texas;  it  will  be  addressed  on  a  priori- 
ty basis. 

Question.  What  type  of  managed  care  model  can  we  expect  in 
Texas — a  regional  CRI  or  some  variant?  If  not  CRI,  what  are  the 
specific  differences?  Will  Dallas/Ft.  Worth  and  Austin  be  included 
in  the  Texas  initiative. 

Answer.  When  the  Department  proceeds  with  the  implementa- 
tion of  a  managed  care  program  in  Texas,  it  will  combine  the  best 
features  of  our  current  demonstration  programs  and  will  certainly 
build  upon  the  valuable  lessons  learned  from  the  CHAMPUS 
Reform  Initiative.  Texas  initiatives  would  include  the  Dallas/Ft. 
Worth  and  Austin  areas. 

PRIMUS  AND  NAVCARE  PROGRAM 

Question.  This  Committee  appreciates  the  initiatives  of  DoD  and 
the  Surgeons  General  to  improve  access  to  needed  health  care  and 
the  cost  effectiveness  of  military  hospitals  by  supplementing  Mili- 
tary Treatment  Facilities  (MTFs)  with  outreach  primary  care  pro- 
grams. PRIMUS  and  NAVCARE  are  well  liked  by  military  benefi- 
ciaries. In  fact,  they  enjoy  a  95  percent  approval  rating  from  the 
people  who  use  them.  They  are  cost  effective  in  that  they  channel 
military  beneficiaries  back  into  the  MTFs,  rather  than  to  more 
costly  private  sector  specialists,  and  they  decrease  the  number  of 
costly  patient  visits  to  hospital  emergency  rooms.  I  seems  to  me 
that  this  proven,  highly  successful  medical  outreach  program 
should  be  expanded  as  a  key  component  of  any  military  medical 
system.  In  light  of  their  cost  effectiveness,  their  proven  success, 
and  their  wide  acceptance  and  approval  by  military  families, 
shouldn't  PRIMUS  and  NAVCARE  clinics,  or  new  generation 
PRIMUS  and  NAVCARE  clinics  that  are  consistent  with  managed 
care  concepts  and  principles,  be  used  in  all  military  catchment 
areas? 

Answer.  In  a  1991  study  completed  by  Health  Affairs,  it  was  esti- 
mated that  for  fiscal  year  1989  a  net  increase  in  costs  of  44  million 
dollars  occurred  due  to  PRIMUS/NAVCARE  utilization.  Of  the 
roughly  72  million  dollars  spent  on  the  PRIMUS/NAVCARE  pro- 
gram in  FY89,  only  22  million  dollars  of  this  cost  was  estimated  to 
have  been  offset  by  decreases  in  military  hospital  utilization.  An 
additional  six  million  dollars  was  estimated  to  have  been  offset  by 
decreases  in  CHAMPUS  utilization.  This  left  a  residual  (net)  cost  of 
the  PRIMUS/NAVCARE  program  of  44  million  dollars.  Health  Af- 
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fairs  does  agree  that  these  programs  have  increased  access  (in 
FY89  by  an  estimated  670,000  visits)  and  have,  to  a  limited  extent, 
decreased  pressure  on  visits  to  military  hospitals'  ambulatory  care 
clinics.  While  these  earlier  programs  are  encouraged  by  the  Army's 
recent  efforts  to  award  renewed  PRIMUS  contracts  under  a  capi- 
tated reimbursement  methodology.  Such  initiatives  have  caused  us 
to  reconsider  our  moratorium  on  initiating  new  PRIMUS/NAV- 
CARE  operations  and  we  are  presently  reviewing  the  status  of  the 
PRIMUS/NAVCARE  program. 

Question.  Specifically  regarding  base  closure  areas,  where  no 
Military  Treatment  Facility  (MTF)  will  be  available  within  a  catch- 
ment area,  residual  military  personnel  and  retirees  will  lose  impor- 
tant access  to  MTFs.  This  will  mean  that  a  large  number  of  mili- 
tary dependents  will  have  to  seek  medical  care  from  private  sector 
providers,  resulting  in  substantial  cost-shifting  to  military  families. 
Not  only  will  health  care  cost  military  families  more,  government 
expenditures  also  will  increase.  DoD  itself  estimated  its  obligation 
for  medical  benefits  for  current  and  future  military  retirees  and 
their  dependents  at  $250  billion. 

Since  October  of  1986,  when  the  Army  was  the  first  of  the  Serv- 
ices to  open  a  PRIMUS  clinic,  the  Army  has  recognized  the  clinic's 
cost  effectiveness  and  the  important  role  they  plan  in  the  military 
health  care  system.  In  keeping  with  the  general  trend  toward  more 
managed  care,  the  Army  very  recently  (in  1993)  opened  a  new 
PRIMUS  clinic  at  Ft.  Benning  in  Georgia,  which  is  the  first  such 
clinic  to  use  capitated  primary  care.  That  clinic  moves  the  military 
into  the  modern  age  of  health  care  through  increased  use  of  "gate- 
keeper" physicians  and  prepaid  cost-efficient  care.  Since  new 
PRIMUS  clinics  are  moving  the  military  into  the  modern  era  of 
pre-paid  cost-efficient  healthcare,  wouldn't  it  be  prudent  to  utilize 
PRIMUS  and  NAVCARE  clinics,  or  new  generation  PRIMUS  and 
NAVCARE  clinics  that  are  consistent  with  managed  care  concepts 
and  principals,  in  base  closure  areas  to  continue  the  efficient  deliv- 
ery of  primary  health  care  to  military  beneficiaries? 

Answer.  We  are  aware  of  the  Army's  efforts  to  move  their 
PRIMUS  clinics  into  the  managed  care  environment  through  a  lim- 
ited capitation  system.  The  PRIMUS  clinics  at  Fort  Benning,  Geor- 
gia and  Fort  Hood,  Texas  are  currently  undergoing  this  transition 
as  their  expiring  contracts  are  being  re-competed.  Whether  these 
clinics  actually  perform  in  a  more  cost-effective  manner  than  their 
predecessors  needs  to  be  studied.  Due  to  increases  in  demand  for 
healthcare  associated  with  the  presence  of  PRIMUS/NAVCARE 
clinics,  the  net  costs  for  healthcare  attributable  to  these  clinics  has 
increased  substantially.  These  increases  in  cost  occur  even  though 
PRIMUS/NAVCARE  contracts  require  that  referrals  for  specialty 
care  be  made  back  to  the  military  hospital  thus  operating  as  an  ex- 
tension of  the  military  hospital.  Under  a  BRAC  scenario,  military 
hospitals  are  closed  and  would  not  be  available  to  serve  as  a  refer- 
ral source  for  military  beneficiaries.  The  absence  of  the  military- 
operated  hospital  to  support  high  cost  specialty  referrals  would 
cause  the  PRIMUS/NAVCARE  system  to  operate  in  an  even  more 
costly  fashion  than  they  do  currently.  Further,  several  managed 
care  networks  are  being  developed  in  BRAC  closure  sites.  These 
networks  are  currently  available  to  beneficiaries  at  the  closure 
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sites  of  Carswell  and  Bergstrom  Air  Force  Bases  in  Texas  and  at 
England  Air  Force  base  in  Louisiana.  Plans  are  now  being  made  to 
develop  similar  networks  at  other  base  closure  sites.  Given  the  ex- 
pense of  the  existing  PRIMUS/NAVCARE  system,  the  anticipated 
increase  in  costs  associated  with  the  provision  of  a  similar  system 
at  post-closure  locations,  and  the  ongoing  implementation  of  man- 
aged care  networks  at  BRAG  closure  sites,  we  recommend  against 
an  expansion  of  the  PRIMUS/NAVGARE  system  to  BRAG  closure 
sites. 

Question.  What  is  the  status  of  the  GHAMPUS  contract  for  serv- 
ices in  the  Fort  Worth  and  Austin  areas?  How  long  is  the  term  of 
that  contract?  When  will  these  services  be  up  for  procurement  on 
an  open  and  competitive  basis? 

Answer.  Under  an  amendment  to  the  existing  contract  for  New 
Orleans,  services  began  in  the  Fort  Worth  and  Austin  area  May  1, 
1993.  The  New  Orleans  contract  calls  for  services  through  Febru- 
ary 29,  1996,  presuming  DoD  fully  exercises  the  contract's  provi- 
sions for  option  years.  The  Department  is  presently  evaluating  a 
variety  of  strategies  to  implement  a  statewide  managed  health  care 
program  in  Texas.  At  this  time  the  Department  does  not  yet  have  a 
date  established  for  the  release  of  a  request  for  proposals  (RFP)  for 
GHAMPUS  managed  care  in  Texas. 

Question.  Gan  the  DoD  act  to  limit  the  duration  of  the  present 
GHAMPUS  contract  for  services  in  the  Fort  Worth  and  Austin 
areas  and  provide  for  open  and  competitive  procurement  in  the 
near  future?  Will  the  Dot)  consider  adding  or  allowing  for  different 
types  of  services  and  benefits  in  any  new  procurements,  for  exam- 
ple, flat  rate  prescription  co-payments  and  other  innovative  op- 
tions? 

Answer.  The  DoD  would  limit  the  current  contract  only  after  an 
analysis  showing  benefits  gained  would  outweigh  cancellation  costs 
of  the  current  contract.  The  Department  is  continually  considering 
changes  in  services  and  benefits  that  improve  the  efficiency  of  the 
program  in  terms  of  access,  quality,  and  cost.  These  options  are  in- 
cluded in  recompetitions  and  may  be  incorporated  into  existing 
contracts  when  possible.  We  will  look  at  competitive  expansion  to 
synchronize  with  the  option  years. 

Question.  Do  plans  for  future  GHAMPUS  services,  both  in  Texas 
and  nationally,  call  for  competitive  procurement  in  all  cases?  If 
not,  why  not? 

Answer.  It  is  the  Department's  policy  to  procure  open  and  com- 
petitively whenever  possible.  Rigorous  tests  must  be  met  anytime  a 
procurement  is  not  open  and  competitive.  There  are  not  current 
plans  to  procure  GHAMPUS  services  otherwise. 

Question.  Does  the  DoD  have  any  established  plans  for  future 
GHAMPUS  expansion  and  use?  If  so,  can  you  provide  the  commit- 
tee with  written  documentation  concerning  these  plans? 

Answer.  In  addition  to  the  BRAG  sites  of  Ft.  Worth  and  Austin, 
Texas  and  Alexandria,  Louisiana,  Section  9032  of  the  1993  DoD  Ap- 
propriations Act  directed  the  expansion  of  the  GHAMPUS  Reform 
Initiative  to  the  states  of  Washington,  Oregon  and  Florida.  A  pro- 
curement for  GRI  expansion  to  Washington  and  Oregon  is  under- 
way. In  regard  to  Florida,  the  schedule  is  to  release  a  request  for 
proposals  (RFP)  in  late  FY  1993  with  delivery  of  services  to  begin 
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in  1995.  These  expansion  efforts  however,  will  be  impacted  by  the 
statutory  certification  requirements  and  any  modifications  that 
may  be  required  to  achieve  compatibility  with  the  national  health 
care  programs. 

[Clerk's  note. — End  of  questions  submitted  by  Mr.  Wilson.  Ques- 
tions submitted  by  Mr.  Hefner  and  the  answers  thereto  follow:] 

FT.  BRAGG  MENTAL  HEALTH  PROJECT 

Question.  Dr.  Martin,  I  understand  you  are  involved  in  the  issues 
surrounding  the  Fort  Bragg  Mental  Health  Project.  I  fully  support 
this  initiative  and  I  believe  the  outcome  will  be  useful  in  determin- 
ing future  care  that  should  be  covered  by  CHAMPUS.  As  this  dem- 
onstration project  draws  to  a  close  there  are  several  concerns  that  I 
have.  Clearly  the  final  analysis  must  be  thorough  and  defendable. 
Only  then  can  it  be  used  as  the  basis  for  these  decisions.  I  would 
like  you  to  provide  your  plan  to  ensure  this  defendable  analysis  is 
provided.  I  would  also  like  your  assurance  that  the  transition  plan 
from  the  demonstration  to  the  future  status  will  be  done  in  such  a 
way  as  to  ensure  the  necessary  care  these  children  need  is  not  in- 
terrupted. 

Answer.  The  Army  Health  Services  Command  has  contracted 
with  an  independent  biostatistic  analyst.  Dr.  Asha  Kapadia,  a  full 
professor  at  the  University  of  Texas,  Houston,  to  review  two  data 
collection  plans  (a  short  term  and  long  term  plan)  in  order  to  esti- 
mate when  the  project  will  have  generated  sufficient  data  to  be 
meaningful  in  statistical  analyses.  Her  report  states  that  sufficient 
data  will  be  available  by  September  30,  1993,  (based  on  numbers  of 
demonstration  and  control  cases  at  WAVE  III)  to  provide  statisti- 
cally meaningful  information  about  the  cost  and  outcome  of  this 
project  using  the  short  term  plan  supported  by  Army.  The  Army 
has  indicated  that  it  is  developing  a  plan  of  transition  that  will 
provide  needed  psychiatric  care  for  the  Fort  Bragg  beneficiaries 
after  the  current  demonstration  ends  in  May  1994.  Its  intention  is 
to  maintain  the  most  beneficial  levels  of  care  (as  demonstrated  in 
the  current  project  and  analysis),  and  to  provide  access  and  utiliza- 
tion management  through  Womack  Army  Hospital,  Fort  Bragg. 

Question.  Given  the  lag  time  to  complete  data  collection  and 
analysis,  when  does  DoD  expect  to  provide  a  final  report  and  rec- 
ommendations? 

Answer.  The  Army  currently  plans  to  discontinue  the  data  col- 
lection for  the  Mental  Health  project  analysis  in  September,  1993. 
Vanderbilt,  the  evaluator  under  contract  to  the  State  of  North 
Carolina,  will  require  an  additional  3  months  to  analyze  the  data 
and  produce  a  final  report  on  December  31,  1993.  HA  is  currently 
reassessing  these  timelines  with  the  Army. 

FITZSIMONS  ARMY  MEDICAL  CENTER 

Question.  Last  year  the  committee  appropriated  funding  for  the 
completion  of  design  on  a  new  hospital  for  Fitzsimons  Army  Medi- 
cal Center  and  we  appropriated  funding  for  the  initial  site  work.  I 
understand  there  is  a  proposal  to  make  this  new  facility  a  center  of 
expertise  for  woman's  health  care  and  woman's  health  research  in 
the  Department  of  Defense.  General  LaNoue,  would  you  share  your 
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thoughts  on  the  need  for  such  a  center  and  the  practical  aspects  of 
locating  such  a  center  at  Fitzsimons? 

Answer.  The  issue  of  women's  health  care  is  one  of  deep  personal 
interest  to  me.  I  lost  my  first  wife  to  breast  cancer  and  as  a  hus- 
band and  a  physician  I  am  convinced  of  the  need  for  a  better  un- 
derstanding of  women's  health.  Too  long  as  an  institution,  our 
health  care  system  has  focused  its  research  efforts  predominantly 
for  men's  health  care  problems.  Today  we  find  that  a  significantly 
higher  percentage  of  our  military  patient  population  is  female.  The 
U.S.  Army  does  have  the  greater  number  of  women  in  its  active 
duty  force  and  the  Army  also  supports  the  highest  number  of 
women  as  dependents  of  active  duty  members.  This  is  an  area  of 
research  and  health  care  where  the  Army  can  lead.  The  Army 
Medical  Department  is  justifiably  proud  of  a  long  history  of  contri- 
butions which  have  improved  the  health  of  our  citizens — from  the 
yellow  fever  work  of  Walter  Reed,  to  numerous  vaccines,  to  the 
burn  treatments  used  around  the  world.  The  understanding  of 
women's  health,  on  a  level  at  least  equal  to  that  of  men,  deserves 
our  support  both  within  and  outside  of  our  military  health  care 
system.  The  designation  of  a  center  of  expertise  would  most  cer- 
tainly advance  the  effort.  Given  the  opportunity  to  build  a  new 
Fitzsimons,  I  can  think  of  no  better  place  to  locate  such  a  center. 

[Clerk's  note. — End  of  questions  submitted  by  Mr.  Hefner.  Ques- 
tions submitted  by  Mr.  Sabo  and  the  answers  thereto  follow:] 

LEAD  POISONING 

Question.  Admiral  Martin,  I  noticed  in  your  statement  references 
to  the  Department's  program  to  address  lead  poisoning  in  children. 
This  is  an  important  issue,  and  I  am  very  pleased  you  are  making 
progress.  As  I  understand  it,  the  screening  program  you  have 
begun  each  year  tests  an  additional  20%  of  children  at  their  12- 
month  check-up.  Can  you  tell  us  what  percentage  of  children  will 
you  test  in  FY93  and  FY94?  Are  these  percentages  consistent 
across  the  services,  or  is  one  doing  better  than  the  other? 

Answer.  As  this  new  program  is  implemented  by  the  Services,  I 
expect  to  find  initial  differences,  because  each  Service  approaches  a 
tasking  from  its  own  particular  perspective.  At  present,  each  of  the 
Services  is  making  reasonable  progress  in  implementing  this  pro- 
gram. The  Army  will  implement  testing  during  a  two-year  period. 
It  will  use  a  survey  questionnaire  for  all  children  in  FY93  and  test 
all  children  determined  to  have  a  high  risk  for  lead  exposure.  By 
the  end  of  FY94  all  children  will  be  tested  at  their  12-month  check- 
up. The  Navy  letter  that  established  the  requirement  for  pediatric 
lead  screening  was  signed  on  1  February  1993;  Navy-wide  data  are 
not  yet  available.  A  survey  of  13  medical  facilities  revealed  that  10 
facilities  have  begun  the  program  and  have  tested  4,400  children. 
The  Air  Force  is  on  target  to  achieve  the  goal  of  testing  20  percent 
of  the  children  in  FY93,  and  plans  to  test  more  than  40  percent  in 
FY94. 

Question.  What  kind  of  results  have  you  found  in  your  testing  to 
date?  Have  you  discovered  any  incidents  of  blood-lead  poisoning? 

Answer.  Initial  findings  from  the  Services  indicate  that  the  ini- 
tial belief  that  the  projected  figures  of  17  percent  of  our  children 
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having  elevated  blood-lead  levels  was  overstated.  The  Services  are 
reporting  elevated  blood-lead  levels  one  to  two  percent.  The  Army 
has  found  the  number  of  positive  children  found  thus  far  in  the 
screening  to  be  under  two  percent.  No  clinically  significant  eleva- 
tions have  been  found  in  children  who  do  not  have  a  history  of  spe- 
cific potential  high  risk  exposure  or  clinical  reasons  for  concern. 
Virtually  all  the  positive  findings  were  in  the  lowest  range  (10-19 
um/dl).  The  Navy  reported  that  of  the  4,400  children  under  6  years 
of  age  screened,  only  1  percent  had  elevated  blood-lead  levels.  40 
children  were  in  the  10-19  mg/dl  range  and  8  in  the  20-44  mg/dl 
range.  The  Air  Force  obtained  blood-lead  screening  results  on  2,826 
one-year-olds  through  March  1993.  Only  one  percent  tested  at 
levels  greater  than  10  micrograms. 

Question.  Have  you  determined  what  this  program  is  costing  the 
Services?  How  much,  for  example,  are  you  paying  for  laboratory 
work  for  each  test? 

Answer.  The  cost  estimates  vary  among  the  Services.  The  Army 
program  estimates  an  annual  operating  requirement  of  $6M.  A  line 
item  was  submitted  for  1994-1999  Army  budget  cycle  for  $6M/yr. 
for  the  additional  laboratory,  personnel  and  administrative  support 
that  the  program  will  require  for  medical  support  of  the  program. 
The  Navy  has  estimated  its  cost  for  testing  at  approximately 
$3.9M.  This  is  based  on  using  civilian  laboratories  with  an  average 
cost  of  $21  per  test  and  a  beneficiary  population  age  5-years  and 
younger  of  190,000.  The  Air  Force  initiated  a  blanket  purchase 
agreement  to  be  used  in  order  to  institute  testing  as  soon  as  possi- 
ble. It  found  that  prices  ranged  between  $7-$20  depending  on  the 
volume  of  work  ordered.  It  is  exploring  a  central  purchase  agree- 
ment to  lower  costs  further. 

Question.  Have  you  determined  what  additional  investments  will 
be  needed  to  implement  universal  screening?  For  example,  do  you 
need  additional  equipment  for  blood  analysis?  Do  you  need  to  train 
more  medical  technicians? 

Answer.  Because  of  the  new  technology  needed  to  perform  this 
type  of  laboratory  analysis,  an  infrastructure  needs  to  be  put  in 
place. 

The  Army  has  purchased  and  shipped  the  laboratory  instrumen- 
tation to  run  samples  at  five  locations.  After  training  and  certifica- 
tion of  operators,  the  one  certified  operational  laboratory  at 
Dwight  D.  Eisenhower  Medical  Center  (DDEMC)  will  be  augmented 
by  four  other  certified  labs  by  the  end  of  this  fiscal  year.  Army  labs 
will  be  certified  by  the  Centers  for  Disease  Control  and  the 
DDEMC  will  run  an  Army  proficiency  program.  The  continuing 
costs  for  supplies,  equipment  and  training  are  included  in  the 
Army's  $6M-per-year  estimate. 

The  Navy  does  not  have  cost  estimates  at  this  time,  because  it  is 
unclear  which  facilities  are  going  to  purchase  testing  equipment 
and  which  will  contract  for  services.  Additional  equipment  is  not 
needed  because  of  contracting  with  civilian  laboratories. 

HOSPITAL  ADMINISTRATORS 

Question.  I  am  pleased  to  see  by  your  statement  that  the  Depart- 
ment is  aggressively  moving  to  ensure  that  its  hospital  administra- 
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tors  have  the  training  and  experience  necessary  to  manage  the  in- 
creasingly complicated  DoD  medical  care  systems.  As  you  know, 
this  Subcommittee  has  been  very  interested  in  this  initiative.  Have 
you  established  the  hospital  administrators'  training  program,  as 
directed  by  former  Deputy  Secretary  Atwood? 

Answer.  The  Department  is  aggressively  pursuing  the  establish- 
ment of  a  comprehensive  executive  training  program  for  leadership 
positions  in  DoD  medical  facilities.  Decisions  regarding  the  scope 
and  location  of  this  program  are  pending  completion  of  an  ongoing 
DoDIG  study  commissioned  by  HA.  The  DoDIG  team  was  asked  to 
conduct  a  comprehensive  review,  including  site  visitations,  of  exist- 
ing DoD  executive  and  comparable  civilian  training  programs  and 
identify  redundancies  among  the  Military  Departments.  DoDIG 
was  asked  to  recommend  the  best  methodology  for  meeting  the  con- 
gressional mandate  to  ensure  military  medical  treatment  facility 
commanders  are  adequately  trained  as  hospital  administrators 
prior  to  assignment. 

Question.  How  much  do  you  anticipate  spending  each  year  to  pro- 
vide doctors  with  the  supplemental  training  they  need  to  run  hos- 
pitals? How  would  this  training  be  structured,  and  where  would  it 
take  place? 

Answer.  The  costs  and  structure  of  the  training  program  will  be 
directly  related  to  its  scope  and  location.  These  decisions  will  be 
made  after  review  of  the  DoDIG  study  report. 

Question.  More  fundamentally,  while  this  new  policy  provides 
that  hospital  administrators  will  receive  the  necessary  training,  it 
does  not  ensure  that  doctors  with  critical  medical  skills  will  not 
waste  those  skills  running  hospitals.  Is  DoD  reconsidering  its  policy 
of  placing  trained  doctors  in  charge  of  hospitals,  thus  wasting  their 
unique  medical  skills? 

Answer.  The  Department  plans  to  continue  the  current  policy  of 
assigning  the  best  qualified  officers  to  leadership  positions. 

Question.  For  the  record,  please  tell  the  committee  how  many 
trained  hospital  administrators  (with  a  master's  degree  in  business 
administration  or  health  care  management)  each  of  the  services 
currently  has,  how  many  are  in  command  positions  (both  absolute- 
ly and  as  a  percentage  of  available  slots),  and  whether  these  figures 
indicate  either  significant  differences  between  the  services  or 
recent  trends  in  any  direction. 

Answer.  The  Military  Departments'  educational  systems  vary 
considerably  and  none  of  their  personnel  management  tracking 
systems  collect  and  maintain  information  on  graduate  degrees  ex- 
actly as  requested.  The  following  information  from  the  Military  De- 
partments is  provided  to  respond  to  the  question  as  closely  as  possi- 
ble: 

A.  U.S.  Army  Corps 


^"'^^'  Nnmhor  in  dumber  of  Percent  of 

with  MBA/  .ZmJA        available  available 

"CM  rS  command  command 

degrees  ^"'"^"^        positions  positions 


Nurse  Corps 451  0  0  0 

Dental  Corps 23  1  48  2 

Specialist  Corps 52  i  i  100 
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A.  U.S.  Army  Corps— Continued 


J^^mu      Number  In 
""V^M^'^^      command 


Number  of  Percent  of 

available  available 

command  command 

positions  positions 


Veterinary  Corps 79  0  0  0 

Medical  Corps 158  4  59  7 

Medical  Service 741  0  0  0 

Notes.— 

1.  Nurse  Corps  figures  include  16  officers  witti  nursing  administration  degrees.  Tfiere  are  many  additional  nurses  who  have  master's  degrees,  but 
no  specific  area  of  study  is  documented  on  their  officer  record  brief. 

2.  Command  positions  Include  only  MTFs  which  are  actively  receiving  patients. 


B.  U.S.  Navy  Corps 


Number 

with  MBA/ 

HCM 

degrees 


Number  in 
command 
positions 


Number  of  Percent  of 

available  available 

command  command 

positions  positions 


Medical  Corps ... 
Medical  Service. 

Nurse  Corps 

Dental  Corps  


6 

0 

33 

0 

755 

11 

33 

33 

129 

0 

33 

0 

unk 

0 

0 

0 

Notes.— 

1.  A  "Command  Position"  includes  Commanding  Officers  and  Executive  Officers  of  medical  and  dental  treatment  facilities,  clinics,  and  other  major 
commands,  including  training  and  research  and  development  facilities. 

2.  The  above  information  does  not  include  Navy  Medical  Corps  and  Dental  Corps  officers  because  the  Navy  personnel  management  data  base  does 
not  currently  track  administrative  degrees  for  these  officers  The  Navy  recognizes  this  deficiency  in  their  system  and  is  reviewing  methods  to  begin 
capturing  this  information. 


C.  U.S.  Air  Force  Corps 


Number 

with  MBA/ 

HCM 

degrees 


Number  in 
command 
positions 


Number  of  Percent  of 

available  available 

command  command 

positions  positions 


Medical  Corps 

Dental  Corps  

Bio  Med  Svc  Corps . 

Medical  Service 

Nurse  Corps 


unk 

unk 

108 

unk 

unk 

unk 

108 

unk 

unk 

0 

108 

unk 

945 

15 

108 

14 

unk 

3 

108 

3 

Notes.— 

1.  MC,  DC,  BSC  educational  degrees  beyond  the  professional  degree  in  their  corps/specialty  is  not  listed  in  the  AF  Personnel  Data  Base. 
Individuals  may  possess  an  MHA/MBA  degree  or  other  health/business/administration  degree  earned  on  their  own  time.  Approximately  1,750  NC 
members  have  master's  degrees;  however,  they  cannot  screen  for  specialty.  The  only  way  to  obtain  more  accurate  data  will  be  to  conduct  a  survey 
of  all  AF  medical  service  officers. 

2.  10  MSCs  in  command  positions  have  MBA/MHA  degrees,  5  have  master's  degrees  in  other  areas  of  management/administration.  NC 
Commander  degrees;  1— MBA,  1— Nursmg  Administration,  1— Pol.  Sci. 


UNIFORMED  SERVICES  UNIVERSITY  OF  THE  HEALTH  SCIENCES 

Question.  Dr.  Martin,  as  you  know  this  Subcommittee  has  been 
very  interested  in  the  Uniformed  Services  University  of  the  Health 
Sciences,  or  USUHS.  Twice  recently,  the  House  adopted  our  recom- 
mendation to  close  USUHS  and  increase  our  reliance  on  the 
Health  Professionals  Scholarship  Program.  So  I  am  very  interested 
in  the  status  of  USUHS.  What  changes  in  operations,  if  any,  have 
been  made  at  USUHS  over  the  last  year? 

Answer.  Changes  in  operations  at  USUHS  over  the  past  year 
have  involved  both  changes  in  organizational  structure  to  comply 
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with  Congressional  direction  and  the  addition  of  new  programs  and 
missions. 

The  selection  of  a  new  Dean  who  assumed  the  position  last 
August  fulfilled  the  mandate  to  separate  the  positions  of  President 
and  Dean,  which  resulted  in  a  clearer  definition  of  the  academic 
and  institutional  responsibilities  of  each  position  and  should  en- 
hance the  efficacy  of  each  office. 

While  the  change  in  governance  and  administration  of  the  Uni- 
versity actually  occurred  about  two  years  ago,  the  new  organization 
was  a  full  operation  during  the  past  year.  The  Board  of  Regents, 
which  was  previously  an  independent  policy  making  body  that  re- 
ported to  the  Secretary  of  Defense,  became  an  advisory  body  to  the 
Secretary  and  by  delegation,  to  the  Assistant  Secretary  of  Defense 
for  Health  Affairs.  Thus,  the  University  administration  has  been 
reorganized  and  expanded  to  comply  with  DoD  and  Federal  direc- 
tives and  to  more  effectively  address  the  problems  identified  in  pre- 
vious evaluations  by  the  DoD  Inspector  General  and  other  review- 
ers. 

Several  other  significant  changes  that  resulted  from  those  re- 
views are  the  establishment  of  a  separate  Office  of  Vice  President 
for  Minority  Affairs,  an  Office  of  Equal  Employment  Opportunity, 
an  Office  of  Internal  Review  and  Evaluation  and  an  expanded  Ci- 
vilian Personnel  Office. 

A  major  change  in  University  operations  which  will  become  ef- 
fective October  1,  1993,  but  one  which  has  consumed  considerable 
staff  time  during  this  past  year  is  the  transfer  of  the  Armed  Forces 
Radiobiology  Research  Institute  (AFRRI)  from  the  Defense  Nuclear 
Agency  (DNA)  to  the  USUHS.  Plans  are  being  developed  to  consoli- 
date functions  where  possible  and  to  provide  that  support  to 
AFRRI  which  was  formerly  provided  by  DNA. 

A  Clinical  Psychology  Ph.D.  program  was  begun  in  FY92  and 
will  eventually  lead  to  a  postdoctoral  fellowship  program  providing 
sufficient  resources  are  available  to  support  the  expansion.  An 
effort  to  develop  and  implement  a  Nurse  Practitioners  Graduate 
Program  was  organized  this  year  and  a  curriculum  is  being  devel- 
oped. 

These  are  the  most  significant  changes  in  operations  that  have 
had  an  impact  on  the  University  over  the  past  year.  While  under- 
going these  changes,  the  staff  has  been  deeply  involved  in  a  major 
self-study  effort  preparing  for  reaccreditation  reviews  by  the  Liai- 
son Committee  on  Medical  Education  (LCME)  and  the  Committee 
on  Higher  Education  of  the  Middle  States  Association. 

The  results  of  both  reviews  were  positive.  The  LCME  has  fully 
accredited  the  School  of  Medicine  for  the  maximum  period  allowed 
of  seven  years.  Reaccreditation  by  the  Middle  States  Association  is 
expected  in  the  next  several  weeks. 

UNIFORMED  SERVICES  UNIVERSITY  OF  THE  HEALTH  SCIENCES    (USUHS) 

Question.  How  much  are  you  requesting  to  operate  USUHS  in 
FY94,  broker  down  into  operations,  personnel,  procurement,  and 
research?  What  are  your  cost  projections  for  the  period  through 

FY98? 


1 


5,212 

5,389 

5,145 

4,963 

4,863 

3,863 

4,863 

4,385 

4,432 

4,400 

4,400 

4,378 

4,400 

4,400 

4,379 

4,183 

4,183 

4,177 

4,169 

4,169 

4,169 
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Answer.  Shown  below  is  the  estimated  funding  for  the  USUHS 
for  FY94.  Civilian  personnel  funding  is  included  in  O&M  and 
RDT&E.  The  Department  is  currently  in  the  process  of  developing 
funding  estimates  for  FY95-98. 

Fiscal  Year  19H 

Dollars  in  millions 

O&M 39.9 

Proc 8 

R&D 3.4 

Total 44.1 

Question.  What  is  the  Department  projecting  in  terms  of  demand 
for  doctors  over  the  next  five  years?  How  does  that  compare  for  the 
last  five  years? 

Answer.  The  real  and  projected  active  duty  physician  end 
strengths  for  the  Military  Services  during  the  period  1989  to  1998 
are  as  follows: 

SVC  1989         1991         1992         1993         1994         1995         1996         1997         1998 

Army 5,363      5,591 

Navy 4,059      4,352 

USAF 4,020      4,267 

These  data  show  a  total  DoD  reduction  from  13,422  to  13,432,  or 
a  reduction  of  only  10  physicians.  The  projected  end  strengths  indi- 
cate that  the  demand  for  DoD  physicians  in  the  next  five  years  will 
remain  relatively  constant,  with  an  almost  negligible  difference 
from  the  previous  five  years. 

Question.  How  many  doctors  do  you  anticipate  training  at 
USUHS  over  the  next  five  years?  Over  the  same  period,  how  many 
doctors  will  be  supported  through  the  HPSP?  How  many  students 
are  your  authorized  to  train  through  HPSP? 

Answer.  The  USUHS  student  load  is  approximately  670  medical 
students  with  about  160  physicians  graduating  each  year.  It  is  an- 
ticipated that  USUHS  training  billets  will  remain  at  a  constant 
level  over  the  next  few  years. 

This  year,  the  Services  were  authorized  to  have  3,608  personnel 
in  physician  training  programs  as  part  of  the  F.  Edward  Hebert 
Armed  Forces  Health  Professions  Scholarship  Program,  excluding 
those  participating  in  the  Financial  Assistance  Program.  The 
number  is  expected  to  be  slightly  reduced  over  the  next  few  years. 

By  law,  the  total  number  of  persons  who  may  be  designated  as 
members  of  the  F.  Edward  Hebert  Armed  Forces  Health  Profes- 
sions Scholarship  Program  for  training  may  not  exceed  6,000. 

Question.  What  is  the  latest  data  on  retention  rates  for  USUHS 
graduates? 

Answer.  Graduates  do  not  reach  a  point  in  their  careers  where 
they  have  the  option  of  choosing  to  remain  on  active  duty  or  to 
leave  the  Service  until  they  have  served  a  minimum  of  eight  years 
and,  more  typically,  eleven  years  on  active  duty.  The  USUHS  has 
not  produced  a  large  enough  pool  of  graduates  at  the  career  elec- 
tion point  to  provide  meaningful  retention  data. 
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We  expect  that  fiscal  year  1993  data  will  produce  the  first  num- 
bers from  which  to  begin  significant  retention  analysis.  The  De- 
partment is  working  with  the  three  Military  Services  to  develop 
the  necessary  retention  data  base. 

To  give  some  limited  insight  into  the  retention  issue,  data  provid- 
ed by  the  Navy  may  be  instructive.  Through  fiscal  year  1992,  five 
USUHS  trained  Navy  physicians  reached  the  expiration  of  their 
obligated  service.  During  fiscal  year  1993,  an  additional  20  will 
reach  the  end  of  their  obligations,  and  next  year,  fiscal  year  1994, 
19  more  are  projected  to  reach  the  decision  point. 

MANAGED  CARE 

Question.  I  know  the  Department  is  emphasizing  managed  care 
in  its  attempt  to  control  health  costs  while  still  providing  quality 
care  to  military  personnel  and  their  dependents.  What  is  the  De- 
partment planning  to  do  to  improve  the  structure  of  the  delivery 
and  information  systems  to  facilitate  managed  care  in  the  future? 

Answer.  Health  Affairs  is  in  the  process  of  transitioning  to  a 
more  regionalized  approach  to  health  care  delivery.  One  of  the  fun- 
damental principles  of  managed  care  is  that  providers  of  care  are 
best  able  to  discount  their  fees  when  they  are  guaranteed  a  rela- 
tively large  volume  of  patients  or  "enrollees".  Our  proposed  region- 
alization  plan  divides  the  nation  into  12  multi-state  regions  (excep- 
tion: Hawaii)  which  provides  for  relatively  large  beneficiary  popu- 
lations within  each  region.  These  populations  represent  health  care 
volumes  which  should  encourage  providers  to  compete  for  these  re- 
gional military  health  care  markets  at  substantial  discounts  to  tra- 
ditional charges.  Further,  the  distribution  of  these  populations  is 
such  that  they  provide  an  exceptional  basis  for  enhancing  efficien- 
cies within  our  referral  processes  to  military  tertiary  care  facilities. 
This  new  "delivery  structure"  will  provide  a  solid  basis  for  facili- 
tating the  growth  of  DoD  managed  care  programs  in  the  future. 
The  Department  is  also  aggressively  working  toward  implementing 
automated  systems  to  support  managed  health  care.  The  Depart- 
ment has  developed  an  automated  information  system  tactical  plan 
to  guide  the  development  of  systems.  The  principles  of  the  Depart- 
ment's Corporate  Information  Management  (CIM)  program  have 
been  used  to  define  functional  requirements.  The  CIM  process  em- 
ploys a  structured  analysis  of  the  current  practices  and  redefines 
them  to  improve  efficiency  and  effectiveness.  Only  then  are  auto- 
mated systems  developed  to  support  new  practices.  This  process  in- 
sures that  automated  systems  supports  best  practices  and  that 
there  is  no  duplication  or  overlap  of  the  functions  of  the  systems. 

Question.  I  know  you  are  working  to  improve  your  information 
management  system,  but  are  you  strengthening  and  updating  your 
information  management  system  in  a  way  that  will  work  in  a  man- 
aged care  environment? 

Answer.  The  Department  has  already  implemented  automation 
to  support  the  management  health  care  environment  and  will  con- 
tinue to  evolve  these  automated  systems  to  provide  additional  sup- 
port. The  Composite  Health  Care  System  (CHCS)  captures  manage- 
ment information  as  a  by-product  of  direct  care  delivery.  The  pa- 
tient appointment  and  scheduling  capabilities  of  the  system  have 
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significantly  improved  access  to  military  hospitals  by  facilitating 
the  appointment  process.  Data  collected  during  the  Operational 
Test  and  Evaluation  of  CHCS  at  our  test  sites  shows  that  CHCS 
has  increased  patients'  ability  to  obtain  an  appointment  and  has 
decreased  the  length  of  waiting  lists.  We  have  used  CHCS  as  the 
platform  to  provide  support  to  the  managed  care  program  that  has 
been  implemented  at  Tidewater.  The  system  supports  health  care 
finder  functions  and  provider  network  management.  Health  care 
finder  staff  members  use  the  system  to  find  and  record  appoint- 
ment slots  for  patients  in  the  direct  care  setting  and  in  the  civilian 
provider  network  that  is  managed  by  the  TRICARE  commander. 
CHCS  and  other  department  automation  systems  will  be  developed 
and  used  to  further  support  managed  care  functions  as  these  func- 
tions are  fully  defined. 

Question.  As  you  consider  working  with  outside  contractors  for 
improvements  in  computers  and  information  management  systems, 
will  [you]  be  looking  for  contractors  with  health  care  management 
experience? 

Answer.  Contractor  capabilities  will  continue  to  be  a  major  compo- 
nent of  the  evaluation  process  for  future  contract  awards. 

BUDGET  request/ MILITARY  END  STRENGTH 

Question.  In  fiscal  year  1992,  the  Department  decided  to  consoli- 
date the  Services'  health  program  into  a  centralized  Defense 
Health  Program.  Has  this  consolidation  been  successful?  Do  the 
Services  agree?  Is  the  Department  looking  at  consolidating  medical 
research  funding? 

Answer.  Resources  were  consolidated  into  the  Defense  Health 
Program  (DHP)  to  facilitate  cross-Service  resources  management 
decisions.  Significant  progress  has  been  made  toward  improving 
the  management  of  the  Department's  medical  program.  The  DHP 
managers  have  undertaken  an  ambitious  agenda  of  changes  target- 
ed at  evaluating  functional  requirements,  reviewing  performance, 
and  standardizing  both  benefits  and  operational  functions  to  the 
maximum  degree  possible  consistent  with  the  wartime  missions  of 
the  three  Military  Departments.  Examples  of  initiatives  under  de- 
velopment, or  already  initiated,  include  a  standardized  transition 
health  plan  for  BRAC  areas;  a  standardized  formulary  for  all  DoD 
medical  facilities;  the  regional  lead  agency  program;  and  the  tran- 
sition from  a  workload  based  financing  system  to  a  capitation-based 
resource  allocation  methodology.  By  placing  emphasis  on  responsi- 
bility for  providing  quality  care  for  the  entire  beneficiary  popula- 
tion, the  DHP,  in  concert  with  the  Services,  is  effectively  moving 
toward  the  attainment  of  maximum  benefit  from  available  re- 
sources. 

The  FY94  Defense  Health  Program  consists  of  an  Operation  and 
Maintenance  account  and  a  Procurement  account  both  of  which 
support  health  care  services.  In  the  FY93  Amended  President's 
Budget  request  the  medical  research  programs  were  part  of  the  De- 
fense Health  Program  appropriation.  However,  in  the  FY93  Appro- 
priation Act,  Congress  removed  the  medical  research  programs 
from  the  Defense  Health  Program  appropriation  and  returned 
them  to  the  Services.  There  is,  however,  centralized  DoD  manage- 
ment oversight  of  all  medical  research  programs  provided  by  the 
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Armed  Services  Biomedical  Research  Evaluation  and  Management 
(ASBREM)  Committee.  The  Committee  is  chaired  by  the  Director  of 
Defense  Research  and  Engineering  and  co-chaired  by  the  Assistant 
Secretary  of  Defense  for  Health  Affairs  and  is  an  excellent  exam- 
ple of  Joint  Service  program  coordination. 

[Clerk's  note. — End  of  questions  submitted  by  Mr.  Sabo.  Ques- 
tions submitted  by  Mr.  Lewis  and  the  answers  thereto  follow:] 

BASE  CLOSURE  AND  MIUTARY  RETIREES 

Question.  My  district  has  seen  two  Air  Force  bases— George 
AFB  and  Norton  AFB — approved  for  closure.  George  AFB  is  now 
closed;  Norton  AFB  will  close  in  May  of  1994.  Just  20  miles  to  the 
south  of  Norton  lies  March  AFB,  which  is  recommended  for  major 
realignment.  My  first  question  relates  to  the  provision  of  health 
care  benefits  for  military  retirees  and  their  dependents  in  San  Ber- 
nardino and  Riverside  Counties.  Is  is  accurate  that  the  realignment 
of  March  AFB  will  result  in  the  closure  of  its  Hospital?  When 
would  the  hospital  actually  close?  What  are  planned  re-use  options 
for  this  important  medical  facility? 

Answer.  It  is  true  that  the  Hospital  at  March  AFB  will  close 
under  the  Air  Force's  re-alignment  plans.  The  Hospital  will  close 
in  March  1996.  While  the  Air  Force  would  like  to  continue  offering 
direct  health  care  services  at  all  our  current  locations,  this  is  not 
always  possible.  As  the  active  duty  mission  of  a  base  changes  so 
must  the  medical  mission  of  that  base.  However,  the  Air  Force  \yill 
continue  to  work  with  affected  communities  to  provide  transition 
support,  as  we  have  in  other  base  closure  sites,  to  assist  remaining 
beneficiaries.  No  determination  has  been  made  on  the  future  use  of 
March  AFB  facilities  vacated  by  the  re-alignment  activities;  howev- 
er, the  goal  will  be  to  make  them,  as  much  as  possible,  available 
for  community  re-use. 

Question.  Section  722  of  the  DoD  Authorization  Act  for  FY  1993 
established  a  working  group  on  the  provision  of  health  care  at 
bases  being  closed  or  re-aligned.  What  is  the  status  of  this  working 
group?  What  specifically  is  being  done  to  implement  an  interserv- 
ice  approach  to  delivering  health  care  to  beneficiaries  in  communi- 
ties that  are  facing  base  closure?  When  will  such  an  interservice 
approach  be  on  line? 

Answer.  A  Joint  Service  Working  Group  has  been  formed,  com- 
posed of  members  of  the  three  Military  Services,  as  well  as  repre- 
sentatives from  the  Office  of  the  Assistant  Secretary  of  Defense  for 
Health  Affairs  and  a  member  of  the  Military  Coalition.  The  group 
recently  completed  the  first  on-site  visit  to  Loring  Air  Force  Base, 
Maine  and  has  developed  a  schedule  for  visits  to  each  of  the  areas 
affected  by  base  closure  or  realignment.  Information  gathered  from 
these  visits  is  being  provided  to  a  Joint  Transitional  Health  Care 
Working  Group  with  is  developing  and  implementing  managed 
care  networks  in  areas  affected  by  the  Base  Realignment  and  Clo- 
sure activities. 

Question.  What  DoD  efforts  are  being  done  in  the  interim  to 
ensure  that  military  retirees  have  access  to  health  care?  Are  inter- 
im efforts  left  to  the  individual  services  to  design  and  implement? 
Is  the  prompt  establishment  of  these  interim  efforts  being  delayed 
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in  any  fashion  by  the  possible  recommendations  of  the  Presidential 
Task  Force  on  Health  Care  Reform? 

Answer.  The  Air  Force  has  developed  a  Transitional  Health  Care 
Program  (THCP)  to  bridge  the  gap  between  actual  base  closure  and 
the  commencement  of  a  permanent  managed  care  program  at  each 
of  the  Air  Force's  closure  sites.  The  program  is  currently  in  place 
at  five  sites.  Their  program  has  been  evaluated  by  Health  Affairs 
in  terms  of  its  exportability  to  the  other  Services.  It  has  been  deter- 
mined, based  on  the  most  recent  targeted  base  closure  dates,  that 
an  interim  program  will  not  be  necessary  at  any  of  the  Army  or 
Navy  sites  for  BRAC  I  &  II.  A  managed  care  initiative,  such  as  the 
Northern  Region  Fiscal  Intermediary  contract  which  will  include  a 
preferred  provider  network  and  a  retail  pharmacy  benefit  for 
CHAMPUS  and  Medicare  eligible  beneficiaries  at  BRAC  sites,  will 
already  be  in  place  before  those  facilities  close.  •  The  Department 
will  evaluate  the  need  for  an  interim  program  at  future  sites  once 
the  BRAC  93  list  is  finalized  and  approved.  At  the  present  time,  we 
have  not  delayed  any  interim  programs  pending  the  findings  of  the 
Presidential  Task  Force  on  Health  Care  Reform. 

Question.  I  have  over  8,500  military  retirees  in  my  congressional 
district,  most  of  whom  have  used  the  medical  facilities  at  George 
AFB  and  Norton  AFB  over  the  years.  I  want  to  know  what  specific 
DoD  efforts  are  being  made  to  serve  the  military  retirees'  health 
care  needs  in  my  San  Bernardino  County  and  the  neighboring  Riv- 
erside County.  Most  of  these  retirees  are  senior  citizens,  and  to  rec- 
ommend that  they  drive  several  hours  to  distant  hospitals  is  not 
merely  burdensome,  it's  quite  hazardous  for  those  suffering  from 
illness.  Will  DoD's  interservice  medical  plan  and  interim  efforts  ad- 
dress the  very  important  issue  of  access  to  health  care  in  rural 
areas,  such  as  those  found  in  San  Bernardino  County?  The  Depart- 
ment of  Defense  endeavors  to  address  the  issue  of  access  to  health 
care  for  all  of  the  beneficiaries  adversely  affected  by  base  closure. 
A  great  many  of  the  beneficiaries  in  the  San  Bernardino  County 
which  previously  obtained  healthcare  from  the  medical  facilities  at 
George  AFB  and  Norton  AFB  will  be  able  to  obtain  care  from 
neighboring  medical  treatment  facilities  at  least  in  the  near  term. 
Beneficiaries  living  in  the  George  AFB  catchment  area  will  have 
access  to  the  22nd  Strategic  Hospital  at  March  AFB,  approximately 
45  miles  away.  However,  March  AFB  is  on  the  list  of  proposed  clo- 
sures for  BRAC  93.  Weed  AH  is  accessible,  although  it  is  located 
somewhat  farther  away.  Naval  Medical  Clinic,  Long  Beach  at  the 
naval  shipyard  has  been  upgraded  to  accommodate  the  remaining 
active  duty  in  the  area  and  to  see  active  duty  dependents  on  a 
space  available  basis.  In  addition,  Long  Beach  has  a  satellite  phar- 
macy near  the  Navy  Exchange,  which  will  provide  services  for  all 
beneficiary  categories.  CHAMPUS  eligible  beneficiaries  may  enroll 
in  the  CHAMPUS  Reform  Initiative  (CRI).  CRI  is  a  triple-option 
program,  which  includes  an  HMO-like  option,  a  Preferred  Provider 
Organization,  and  the  Standard  CHAMPUS  benefit.  Medicare  eligi- 
ble beneficiaries  at  BRAC  sites  in  California  will  be  offered  a  retail 
pharmacy  benefit  as  well,  when  the  CRI  contract  is  recompeted. 
The  new  contract  is  anticipated  to  be  in  place  in  February  1994. 
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MAIL  ORDER  PHARMACEUTICAL  PROGRAM 

Question.  One  innovative  DoD  medical  pilot  program  created  by 
the  FY  1993  Defense  Appropriations  Act  is  the  mail  service  phar- 
macy benefit.  Because  this  program  would  go  a  long  way  towards 
providing  access  to  basic  health  care  and  pharmaceutical  needs  for 
the  8,500  military  retirees  in  my  area,  I  wrote  the  Assistant  Secre- 
tary of  Defense  for  Health  Affairs  on  October  22,  1992.  I  requested 
that  San  Bernardino  County  be  considered  as  one  of  the  two  non- 
congressionally  mandated  sites.  I  listed  many  valid  reasons  advo- 
cating this  area  as  an  excellent  test  location. 

The  Department  did  not  respond  to  me  until  February  4,  1993, 
when  you  told  me  that  the  sites  still  had  not  been  chosen.  You  in- 
formed me  that  you  would  have  the  final  decision  by  mid-February 
and  I  would  be  notified  immediately.  An  aide  of  Assistant  Secre- 
tary Dr.  Martin  called  my  office  on  April  28,  1993,  seven  months 
after  my  original  letter,  to  inform  me  of  the  sites.  I  was  told  that 
they  are  the  Delaware,  New  Jersey,  and  Pennsylvania  region  and 
the  Florida,  South  Carolina,  and  Georgia  region.  Prior  to  this  com- 
munication, I  had  been  led  to  believe  that  this  service  would  be 
better  suited  to  more  rural  regions.  What  were  the  criteria  for 
choosing  two  multi-state  regions  for  the  mail  order  pharmacy  serv- 
ice? 

Answer.  In  selecting  the  two  discretionary  regions  for  the  mail 
service  demonstrations,  the  Department  evaluated  multiple  factors. 
Among  the  many  factors  considered  were:  adequacy  of  the  popula- 
tion to  support  a  contract  effort  and  to  conduct  a  statistically 
meaningful  demonstration;  disparate  geographic  areas;  mobility  of 
DoD  beneficiaries;  alternative  pharmacy  options  available  to  bene- 
ficiaries in  the  area;  the  interrelationship  between  retail  and  mail 
service  pharmacy  benefits;  and  the  opportunity  for  variable  con- 
tractual approaches. 

RETAIL  PHARMACY  NETWORK 

Question.  I've  also  been  in  contact  with  your  office  about  the 
retail  pharmacy  network  authorized  in  Section  702  of  the  FY  1993 
Defense  Authorization  Act.  In  your  letter  of  February  4,  Dr. 
Martin,  you  told  me  that  "these  retail  pharmacy  networks  would 
extend  benefits  to  all  beneficiaries  that  would  have  been  eligible 
for  care  at  the  MTF  (Military  Treatment  Facility)  and  this  includes 
the  Medicare  eligible  beneficiaries".  This  program  would  be  an 
asset  for  the  military  retirees,  especially  in  light  of  your  choices  for 
the  sites  of  the  mail  order  pharmacy  service.  Is  an  additional  au- 
thorization needed  to  allow  Medicare  eligible  military  retirees  age 
65  and  older  to  participate  in  the  retail  pharmacy  network?  With 
whom  would  they  be  filing  the  claims — CHAMPUS  or  Medicare? 

Answer.  The  Department  considers  current  legislation  adequate 
to  accommodate  those  Medicare  eligible  retirees  who  live  in  service 
areas  that  are  negatively  impacted  by  the  closure  of  a  military 
treatment  facility.  The  Office  of  CHAMPUS  will  process  bills  for 
payment. 

Question.  I  have  been  informed  that,  due  to  a  four  month  delay, 
the  program  will  not  be  in  effect  until  by  July  1994.  Additionally, 
your  people  informed  me  that  there  may  be  yet  another  postpone- 
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ment  that  would  further  delay  implementation.  My  constituents 
have  suffered  the  closure  of  George  AFB  in  December  1992  and 
will  soon  have  to  endure  the  closure  of  Norton  AFB  March  AFB.  I 
do  not  want  to  inform  them  of  programs  that  do  not  have  concrete 
implementation  dates.  When  exactly  will  this  retail  pharmacy  net- 
work that  would  serve  Medicare  eligible  beneficiaries  be  ready  for 
use? 

Answer.  The  Department  had  no  recourse  other  than  to  extend 
the  solicitation  award  date  to  Summer  1993  and  subsequent  start  of 
health  services  to  February  1994  to  ensure  a  complete  and  fair 
evaluation  of  each  qualified  proposal.  We  feel  a  number  of  substan- 
tive refinements  have  been  made  based  on  our  evaluations  and  dis- 
cussions with  the  offerors,  all  essential  to  the  cost  and  quality  of 
health  services.  We  are  also  very  sensitive  to  the  need  for  continu- 
ous access  to  health  services.  However,  the  potential  duration  and 
multi-billion  dollar  value  of  this  contract  simply  mandated  we 
allow  sufficient  time  for  all  steps  in  the  acquisition  process.  I  don't 
anticipate  further  delays.  The  retail  pharmacy  networks  that 
would  service  Medicare  eligible  beneficiaries  will  be  ready  for  use 
when  other  services  begin  under  the  new  procurement. 

AIDS  AND  THE  MILITARY 

Question.  How  many  cases  of  HIV  positive  individuals  have  been 
reported  in  the  active  duty  Services? 

Answer.  As  of  February  1993,  the  following  numbers  of  individ- 
uals who  were  on  active  duty  for  more  than  30  days  have  tested 
positive  on  HIV  serologic  tests. 

Army 3,451 

Navy 3,393 

Marine  Corps 472 

Air  Force 1.305 

Total 8,621 

Question.  Does  the  Department  keep  track  of  what  percentage  of 
military  personnel  identified  with  AIDS  or  AIDS-related  symptoms 
are  classified  as  homosexual,  drug  users,  etc.?  If  yes,  can  you  pro- 
vide those  percentages? 

Answer.  Individuals  who  are  found  to  be  HIV  positive  are  inter- 
viewed to  ascertain  the  likely  source  from  which  they  acquired 
their  infection.  This  contact  interview  evaluates  past  sexual  behav- 
ior, intravenous  drug  usage,  and  history  of  blood  transfusion,  as 
well  as  the  other  known  routes  for  possible  transmission  of  HIV. 
The  principal  purpose  of  this  interview  is  to  facilitate  public  health 
efforts  to  control  the  spread  of  disease.  This  information  is  not  cen- 
trally monitored  or  archived.  In  1991,  an  Army-wide  study  of  a  rep- 
resentative sample  of  18,072  servicemen  and  women  was  carried 
out  to  determine  the  prevalence  of  relevant  behaviors  and  factors 
associated  with  transmission  of  HIV.  In  looking  at  HIV  associated 
behaviors,  eight  factors  associated  with  seroconversion  were  used 
as  estimates  of  risk.  Seven  of  these  factors  reflect  the  risk  of 
having  a  sexual  partner  who  is  statistically  more  likely  to  be  in- 
fected with  HIV  or  whose  risk  status  is  unknown.  The  eighth  factor 
reflects  the  well-documented  risk  of  sharing  needles. 
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BEHAVIORAL  RISK  FACTORS* 


1.  One  or  more  "one  night  stands." 

2.  Five  or  more  sexual  partners. 

3.  One  or  more  male  sex  partners  known  or  suspected  of  having 
sex  with  other  men. 

4.  One  or  more  "anonjrmous"  sexual  partners. 

5.  One  or  more  prostitutes  as  sexual  partners. 

6.  One  or  more  intravenous  drug  users  as  sexual  partners  in  the 
past  two  years. 

7.  One  or  more  sexual  partners  who  had  HIV/AIDS. 

8.  One  or  more  occasions  of  sharing  needles  in  the  past  two  years. 

Of  the  18,072  personnel  surveyed,  42%  had  at  least  one  of  the  be- 
havioral risk  factors  for  HIV.  Ninety  percent  of  men  who  said  they 
had  sex  with  men  also  had  sex  with  women.  Most  of  these  men, 
regardless  of  race,  would  probably  not  have  identified  themselves 
as  homosexual. 

Question.  What  is  the  total  annual  cost  to  DoD  to  provide  health 
care  to  those  Service  members  with  AIDS? 

Answer.  Current  data  systems  used  for  resourcing  and  budgeting 
within  the  Military  Health  Services  System  do  not  provide  suffi- 
cient detail  to  allow  for  disease  specific  or  individual  specific  esti- 
mates of  inpatient  and  outpatient  health  care  costs.  Since  individ- 
uals who  develop  serious  illness  as  a  result  of  HIV-1  infection  are 
generally  not  fit  for  further  active  duty,  the  health  care  costs  for 
active  duty  members  attributable  to  HIV-related  illness  is  less  than 
national  estimates  for  lifetime  health  care  costs  attributable  to 
HIV  infection  and  AIDS. 

Question.  Does  DoD  use  any  experimental  drugs  in  its  treatment 
of  AIDS  patients? 

Answer.  DoD  uses  Investigational  New  Drug  products,  approved 
by  the  Food  and  Drug  Administration  (FDA),  as  well  as  FDA  li- 
censed drugs  in  the  treatment  of  HIV  infected  patients. 

Question.  What  procedures  are  taken  by  the  armed  services  when 
a  Service  member  is  found  to  be  HIV  positive?  Must  he  be  dis- 
missed from  active  duty  Service? 

Answer.  Active  duty  members  with  serologic  evidence  of  HIV-1 
infection  are  referred  for  a  medical  evaluation  for  documentation 
of  fitness  for  continued  service  in  the  same  manner  as  those  with 
other  progressive  illnesses.  Evaluations  are  conducted  in  accord- 
ance with  the  standard  clinical  fitness  for  duty  protocol.  Service 
members  with  serologic  evidence  of  HIV-1  infection  who  are  evalu- 
ated as  physically  fit  for  duty  are  returned  to  duty.  Active  duty 
Service  members  who  are  infected  with  HIV-1  and  are  determined 
to  be  physically  unfit  for  further  duty  are  retired  or  separated  from 
Service. 

Question.  What  preventative  AIDS  education  efforts  has  the  mili- 
tary undertaken  to  raise  awareness  among  Service  members  to 
limit  high  risk  behavior?  Have  these  education  efforts  been  success- 
ful? 

Answer.  Over  the  past  4  years,  the  Department  has  been  aggres- 
sive  in   managing  an   AIDS   Interactive   Videodisc   Project.   This 


'During  the  past  year  except  for  factor  eight,  which  includes  two  years. 
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project  developed  comprehensive  educational  materials  consisting 
of  27  interactive  videodiscs  which  provide  nearly  30  hours  of  con- 
tinuous video  programming  and  over  50  hours  of  computer  interac- 
tive course  ware.  The  target  audiences  for  these  programs  include 
persons  with  high  risk  sexual  behavior,  supervisors,  general  mili- 
tary audiences,  health  care  providers,  and  seropositive  Service 
members.  Each  of  the  Services  requires  all  Service  members  to  re- 
ceive HIV  education  at  regular  intervals.  In  addition,  films,  pam- 
phlets, and  posters  on  HIV  have  been  widely  distributed  among 
military  personnel.  The  Worldwide  Survey  of  Substance  Abuse  and 
Health  Behaviors  among  Military  Personnel  has  been  used  to 
measure  the  effectiveness  of  these  educational  efforts.  One  of  the 
findings  of  the  1992  Survey  was  that  50  percent  of  unmarried 
active  duty  personnel  used  a  condom  at  last  sexual  intercourse. 
This  level  of  condom  use  meets  the  goals  specified  in  Healthy 
People  2000:  National  Health  Promotion  and  Disease  Prevention 
Objectives  published  by  the  Department  of  Health  and  Human 
Services. 

CHAMPUS  REFORM  INITIATIVE  AND  CONTRACT  AWARD  SCHEDULE 

Question.  The  Department's  contract  to  manage  CRI  in  Califor- 
nia and  Hawaii  expired  February  1st  of  this  year.  The  Department 
has  extended  the  existing  contract  six  months  and  has  notified  the 
five  bidders  on  the  new  CRI  California/Hawaii  contract  of  an  addi- 
tional four-month  delay  in  making  the  award — which  is  a  ten 
month  delay  in  awarding  a  new  contract. 

What  is  the  Department's  schedule  for  proceeding  with  the  pro- 
curement and  making  an  award  for  the  CRI  contract?  Why  has  it 
taken  nearly  a  year  to  make  an  award? 

Answer.  The  call  for  Best  and  Final  Offers  was  recently  issued  to 
the  offerors  on  this  contract.  These  responses  are  due  to  be  submit- 
ted to  the  Government  on  June  1,  1993.  Following  evaluation  of  the 
Best  and  Final  Offers  an  award  will  be  made;  the  contract  is  sched- 
uled to  begin  delivery  of  health  care  services  on  February  1,  1994. 

This  procurement  has  experienced  several  delays,  as  you  men- 
tion. First,  this  is  in  fact  our  first  multi-offeror  experience  with  this 
contract  and  we  simply  underestimated  the  length  of  time  that 
would  be  required  to  evaluate  proposals  from  multiple  offerors  of 
this  very  complex  program. 

Second,  there  have  been  a  significant  number  of  complex  policy 
issues  that  have  required  consideration  to  assure  that  all  legisla- 
tive and  administration  policy  and  direction  were  appropriately  ad- 
dressed. The  potential  duration  and  large  dollar  value  of  this  con- 
tract mandated  that  the  Department  allow  sufficient  time  for 
proper  accomplishment  of  all  steps  in  the  acquisition  process. 

[Clerk's  note. — End  of  questions  submitted  by  Mr.  Lewis.  Ques- 
tions submitted  for  the  record  and  the  answers  thereto  follow:] 

BUDGET  request/ military  END  STRENGTH 

Question.  Is  this  floor  necessary  for  fiscal  year  1994? 

Answer.  No.  The  Department  recently  certified  the  medical  per- 
sonnel strength  for  fiscal  years  1991-1994.  The  medical  depart- 
ments of  the  Services  will  maintain  adequate  personnel  in  1994. 
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Question.  Should  medical  and  medical  support  personnel  be 
"fenced  out"  of  the  military  end  strength  floors  set  by  the  Congress 
so  these  individuals  don't  have  to  compete  to  reduce  end  strength? 

Answer.  Fencing  of  medical  strength  is  unnecessary  because  of 
the  requirement  for  the  Department  to  certify  any  reduction  in 
health  care  personnel.  The  certification  process  permits  the  De- 
partment to  satisfy  its  medical  program  responsibilities  in  terms  of 
personnel  end  strengths  while  the  Department  implements  the  re- 
structuring of  its  total  force. 

Question.  Recently,  a  former  Member  of  Congress  visited  a  mili- 
tary hospital  and  was  surprised  to  learn  that  the  morale  of  the 
medical  corps  was  low  because  of  reduced  personnel  levels  and  in- 
creased work  loads.  Is  this  perception  correct? 

Answer.  Since  the  specific  military  hospital  is  not  identified,  par- 
ticular work  load  or  personnel  strength  issues  which  may  be  effect- 
ing the  perception  cannot  be  addressed.  However,  within  the  over- 
all Military  Health  Services  System,  there  has  not  been  an  in- 
crease in  work  load,  nor  an  inappropriate  reduction  in  personnel 
strength.  The  Department  on  April  14,  1993,  certified  to  Congress 
the  reductions  below  fiscal  year  1989  levels  of  medical  personnel  in 
fiscal  years  1991  through  1994.  As  an  example  of  data  reflected  in 
the  certification,  the  Army,  which  is  taking  the  largest  medical 
personnel  reduction  of  the  three  Military  Services,  has  seen  its 
total  active  duty  population  reduced  by  158,436  (21  percent),  when 
compared  to  FY  1989  levels.  During  this  same  period,  the  strength 
of  the  Army  Medical  Department  was  reduced  by  144  officers  (.8 
percent)  and  4,851  enlisted  personnel  (10  percent). 

Question.  In  fiscal  year  1992,  the  Department  decided  to  consoli- 
date the  Services'  health  care  programs  into  a  centralized  Defense 
Health  Program.  Has  this  consolidation  been  successful?  Do  the 
Services  agree?  Is  the  Department  looking  at  consolidating  medical 
research  funding? 

[Clerk's  note. — The  Department  was  unable  to  provide  a  re- 
sponse in  time  to  be  printed  in  this  hearing  volume.] 

MANAGED  CARE  BENEFIT 

Question.  The  health  care  benefit  is  important  as  an  aspect  of 
military  compensation  for  military  members,  retirees,  and  their 
families.  It  is  consistently  noted  for  its  influence  in  retention  and 
recruitment.  However,  the  Department  has  reduced  the  benefit  for 
this  popular  CRI  program  with  the  benefit  of  review  during  the 
Congressional  hearing  process.  In  fact,  the  Department  proposes  to 
institute  to  new  premium  in  the  form  of  an  enrollment  fee.  Infor- 
mation provided  to  the  Committee  indicates  this  decision  was  made 
based  in  part  on  a  draft  RAND  report  on  the  CRI  program,  which 
has  been  contested  by  some  faculty  members  of  both  Stanford  and 
Harvard  Universities.  Why  has  the  Department  decided  to  make 
this  benefit  reduction  at  this  time? 

Answer.  To  assist  in  carrying  out  the  congressional  certification 
requirement,  DoD  requested  an  assessment  of  CRI  from  the  RAND 
Corporation.  RAND  has  conducted  a  comprehensive  evaluation  of 
CRI,  and  Lewin-VHI,  also  has  provided  expert  consulting  services 
to  DoD  regarding  CRI.  Their  assessment  is  that  CRI,  as  presently 
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designed,  improved  access,  did  not  affect  quality,  and  increased 
cost.  They  noted  flaws  in  the  CRI  design,  however,  that  lead  to  ex- 
cessive utilization  among  certain  beneficiary  categories  and  in- 
creased costs.  Most  significantly,  CRI  includes  a  health  care  enroll- 
ment program  which  very  substantially  reduces  beneficiary  cost 
sharing  for  health  care  services. 

The  Lewin-VHI  report  on  CRI  sets  forth  an  alternative  schedule 
of  beneficiary  cost  sharing  designed  to  neutralize  substantially  the 
adverse  cost  effects  of  the  original  CRI  schedule.  A  slightly  revised 
version  of  this  alternative  schedule  has  been  introduced  in  connec- 
tion with  expansion  of  CRI  to  the  three  BRAC  sites.  The  alterna- 
tive schedule  continues  to  offer  substantially  enhanced  benefits, 
even  though  not  as  enhanced  as  the  original  model.  We  are  cur- 
rently studying  these  alternatives  for  possible  application  to  the 
CRI  program. 

Question.  Is  this  decision  budget  driven?  How  much  will  this 
reduce  the  government  cost  of  CRI,  since  these  costs  will  be  direct- 
ly shifted  to  military  families? 

Answer.  Any  decision  will  be  driven  by  the  congressional  re- 
quirement to  certify  the  cost  efficiency  of  the  program. 

While  this  new  benefit  package  will  increase  enrolled  benefici- 
aries first  dollar  contribution  it  is  still  substantially  less  expensive 
than  the  Standard  CHAMPUS  benefit. 

Question.  Does  the  Department  intend  to  make  this  the  new  ben- 
efit nationally? 

Answer.  The  President  will  soon  be  submitting  his  program  for 
national  health  care  reform,  potentially  including  standards  for 
benefits  and  cost  sharing,  as  well  as  certain  proposals  regarding 
the  Military  Health  Services  System.  We  anticipate  that  this  forth- 
coming development  will  assist  the  Department  in  formulating  pos- 
sible alternatives  to  cost  sharing  requirements  for  DoD  benefici- 
aries. 

Question.  What  is  the  new  managed  care — lead  agent  concept  the 
Committee  has  read  about  in  the  press?  What  are  the  lead  agents 
supposed  to  do  without  creating  an  additional  layer  of  bureaucra- 
cy? 

Answer.  Health  Affairs  is  continuing  to  support  its  coordinated 
care  policies  but  is  applying  these  concepts  on  a  regional  basis.  We 
have  tentatively  established  twelve  newly  configured  DoD  health 
care  regions.  Each  region  would  function  under  the  guidance  of  the 
lead  agent  which,  in  all  likelihood,  would  be  the  Commander  of  the 
regional  Medical  Center  designated  as  the  region's  lead  agent.  This 
regional  lead  agent  will  be  responsible  for  coordinating  the  devel- 
opment of  a  regional,  tri-Service  health  services  plan  and  adminis- 
tering any  regional  support  contracts.  Such  regional  coordination 
in  planning  will  provide  exceptional  opportunities  to  eliminate  re- 
dundancies in  capabilities  between  hospitals  of  different  Services 
thereby  allowing  for  the  delivery  of  more  cost-effective  care.  Fur- 
ther, it  allows  for  the  creation  of  tri-Service  referral  patterns  into 
military  tertiary  care  facilities  where  care  can  be  undertaken  most 
cost-effectively.  As  it  is  anticipated  that  Medical  Center  command- 
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ers  would  function  as  the  lead  agents,  this  system  does  not  create 
another  administrative  layer  in  the  system,  but  rather  provides  an 
opportunity  for  lead  agents  to  more  effectively  manage  care  for 
beneficiaries  who  have  traditionally  only  had  access  to  CHAMPUS 
Care.  We  fully  anticipate  that  applying  existing  coordinated  care 
policies  to  the  lead  agency  concept  will  result  in  enhancing  access 
to  quality  care  for  our  beneficiaries  while  maintaining  cost-effec- 
tiveness. 

Question.  Is  this  concept  just  another  name  for  a  super-catch- 
ment area  management  test? 

Answer.  No.  The  regionalization  concept  moves  far  beyond  the 
catchment  area  management  concept  in  that  it  specifically  includes 
the  management  of  the  greater  portion  of  our  CHAMPUS  benefici- 
aries which  have  never  resided  in  catchment  areas.  These  would  be 
our  non-catchment  area  beneficiaries.  Under  the  lead  agency  con- 
cept, lead  agents  would  be  responsible  for  providing  not  only  care 
within  catchment  areas,  but  also  would  be  closely  involved  in  de- 
veloping and  administering  health  care  contracts  which  would  pro- 
vide care  to  beneficiaries  in  the  non-catchment  areas  of  their  re- 
gions. 

Question.  What  are  the  arrangements  for  at-risk  contracting 
under  this  concept? 

Answer.  The  successful  implementation  and  operation  of  the  lead 
agent  concept  will  in  part  depend  upon  the  support  of  managed 
care  organizations.  This  support  will  be  obtained  via  the  competi- 
tive procurement  process.  The  specific  contracting  strategies  and 
arrangements  are  currently  being  developed  by  a  joint  Health  Af- 
fairs/Services workgroup. 

Question.  Who  will  be  responsible  for  the  necessary  contracting 
for  services? 

Answer.  The  responsibilities  and  authorities  for  these  contract- 
ing activities  are  being  delineated  as  part  of  the  workgroup's  delib- 
eration. 

Question.  How  many  lead  agent  areas  will  there  be?  Can  you 
achieve  the  economies  of  scale  in  areas  this  limited? 

Answer.  Currently,  twelve  tentative  Department  of  Defense 
(DoD)  health  service  regions  (HSR)  have  been  established.  These 
areas  are  far  from  limited  in  size.  The  average  HSR  has  a  benefici- 
ary population  of  over  693,000  and  three  exceed  one-million  benefi- 
ciaries. 

Question.  Do  you  believe  this  plan  is  consistent  with  the  FY93 
Congressional  direction  given  for  military  managed  care  initia- 
tives? 

Answer.  The  Department  sees  this  as  the  most  effective  way  to 
implement  managed  care  within  the  Military  Health  Services 
System.  Patterned  after  successful  civilian  sector  models,  lead 
agents  will  function  as  regional  managers  who  are  fully  accounta- 
ble for  insuring  delivery  of  care  to  the  beneficiaries  of  the  Military 
Health  Services  System  (MHSS)  and,  at  the  same  time,  optimizing 
the  use  of  resources.  They  will  be  responsible  for  the  development 
and  oversight  of  a  single,  integrated  health  care  network  for  the 
Health  Service  Region  (HSR).  To  execute  that  responsibility  suc- 
cessfully, the  lead  agent  will  have  to  be  given  regional  funding  and 
collection  controls  as  well  as  authority  for  identifying  and  oversee- 
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ing  regional  managed  care  contracting  needs.  We  believe  that  im- 
plementation of  the  lead  agency  concept  will  result  in  the  most 
cost-effective  approach  to  managing  the  military  health  services 
system. 

Question.  Two  years  ago,  the  Department  announced  a  new  man- 
aged care  concept  of  the  Department  known  as  Coordinated  Care. 
The  essence  of  coordinated  care  was  to  organize  health  care  around 
each  military  hospital  by  putting  the  hospital  commanders  in 
charge.  The  Department  planned  to  implement  coordinated  care 
within  3  years.  Please  provide  the  status  of  coordinated  care  and 
cite  examples  of  how  coordinated  care  has  improved  health  care 
relative  to  standard  CHAMPUS  in  terms  of  cost,  quality  and 
access? 

Answer.  The  CCP  Policy  Guidelines  issued  in  January  1992  re- 
quested that  the  Military  Departments  provide  the  Assistant  Secre- 
tary of  Defense  (Health  Affairs)  a  three-year  site  selection  schedule 
for  the  phased  implementation  of  the  CCP.  The  site  selection  plans 
were  developed,  submitted,  and  approved  with  modifications  in 
March  and  April  1992.  Since  then,  a  number  of  events  occurred 
that  impacted  the  time  frame  originally  identified  for  CCP  imple- 
mentation: (1)  In  a  June  1992  memorandum,  the  Deputy  Secretary 
of  Defense  revised  the  CCP  benefit  structure  to  provide  for  CHAM- 
PUS  Reform  Initiative  (CRD-type  benefits,  which  would  significant- 
ly increase  the  cost  of  care  under  the  CCP.  The  costs  associated 
with  the  revised  benefit  structure  for  the  CCP  dramatically  impact- 
ed the  rate  at  which  the  program  could  be  implemented.  (2)  A  1992 
moratorium  on  the  publication  of  federal  regulations  (publication 
of  a  DoD  regulation  on  the  CCP  was  required  to  implement  a 
number  of  CCP  features)  inhibited  the  rate  at  which  the  CCP  could 
be  implemented.  (3)  After  the  1992  election,  the  Administration 
held  in  abeyance  their  released  of  new  regulations,  pending  review 
by  the  new  Administration.  (4)  A  modified  regulation  containing 
many  of  the  elements  of  coordinated  care  was  approved  and  pub- 
lished for  comments  in  the  Federal  Register  on  May  11,  1993.  In 
addition,  the  Department  will  need  to  ensure  that  program  ele- 
ments are  compatible  with  the  recommendations  of  the  Task  Force 
on  Health  Care  Reform.  The  Department  is  continuing  to  improve 
coordination  of  medical  care.  Many  managed  care  elements  of  the 
CCP  are  being  developed  and/or  implemented  through  Gateway, 
Global  Care,  Tricare,  and  the  revised  CRI  contracts. 

Question.  Is  the  Department  evaluating  its  coordinated  care 
sites?  What  are  the  results? 

Answer.  A  modified  rule  containing  many  of  the  elements  of  co- 
ordinated care  was  published  for  comments  in  the  Federal  Register 
on  May  11,  1993.  Many  managed  care  elements  of  the  CCP  are 
being  developed  and/or  implemented  through  Gateway,  Global 
Care,  Tricare,  and  the  revised  CRI  contracts. 

Question.  Could  these  sites  meet  the  test  of  the  FY93  Authoriza- 
tion Bill  regarding  certification? 

Answer.  It  is  the  Department's  intent  to  increase  accessibility, 
and  maintain  quality  care  while  containing  costs  to  the  greatest 
extent  possible.  We  fully  expect  that  any  managed  care  initiative 
put  in  place  will  be  at  least  budget  neutral.  The  Department  is  also 
presently  evaluating  the  appropriate  components  of  the  program  to 
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ensure  its  congruency  with  the  outcomes  of  the  Task  Force  on 
Health  Care  Reform. 

Question.  Do  you  agree  with  reports  that  have  shown  that  the 
commanders  have  not  been  able  to  establish  networks  that  meet 
the  criteria  of  CRI  or  the  Preferred  Provider  Option  (PPO)  require- 
ments contained  in  the  solicitations  for  the  Northern  and  Mid-At- 
lantic Regions? 

Answer.  MTF  commanders  have  not  been  required  to  establish 
networks  for  either  CRI  or  the  Preferred  Provider  Option  (PPO)  in 
Northern  and  Mid-Atlantic  Region  FI  contracts.  Therefore,  the  De- 
partment cannot  agree  with  reports  that  indicate  that  MTF  com- 
manders have  not  been  able  to  meet  criteria  required  for  network 
development  in  these  j)rocurement  actions.  However,  we  believe 
that,  when  given  the  latitude,  MTF  commanders  have  done  very 
well  in  establishing  networks  of  health  care  providers.  This  was  il- 
lustrated best  under  the  Catchment  Area  Management  (CAM)  dem- 
onstration where  hospital  commanders  were  granted  the  authority 
to  enter  into  agreements  with  local  providers.  The  Navy's  Charles- 
ton CAM  developed  agreements  with  over  800  providers  including 
11  hospitals  and  171  group  practices  for  their  hospital's  catchment 
area.  Recently,  as  much  as  three-quarters  of  all  CHAMPUS  dollars 
spent  in  the  Charleston  catchment  area  were  spent  within  the 
health  care  network  established  by  the  Charleston  CAM  (CAM- 
CHAS).  Each  of  the  remaining  four  CAMs  developed  large  net- 
works of  providers  as  well.  These  statistics  indicate  clearly  that, 
when  given  the  opportunity,  our  hospital  commanders  can  do  an 
exceptional  job  of  developing  health  care  networks  to  support  the 
needs  of  their  local  populations. 

EVALUATION  OF  HEALTH  CARE  DEMONSTRATIONS 

Question.  In  1988,  the  Congress  directed  that  all  managed  health 
care  demonstrations  be  evaluated  individually  and  against  each 
other  to  determine  the  design  best  suited  to  the  needs  of  military 
medicine.  What  is  the  status  of  the  congressionally  directed  cross- 
cutting  evaluation,  comparing  DoD  managed  care  models  to  deter- 
mine the  strengths  and  weaknesses  of  each? 

Answer.  In  response  to  this  direction,  the  Department  contracted 
with  RAND  Corporation  to  evaluate  both  the  CHAMPUS  Reform 
Initiative  (CRI)  and  Catchment  Area  Management  (CAM)  demon- 
strations. While  both  demonstrations  provide  a  different  model  of 
managed  care,  the  RAND  studies  utilize  a  similar  evaluation 
method  to  compare  strengths  and  weaknesses  of  these  two  demon- 
strations. By  utilizing  this  analytical  method,  the  two  studies  will 
provide  the  Department  and  Congress  with  valuable  information  in 
order  to  evaluate  different  managed  care  models. 

Question.  The  Department  contracted  with  RAND  to  evaluate 
the  CRI  model.  We  understand  this  evaluation  is  costing 
$10,000,000.  Are  you  satisfied  with  the  quality  of  the  work  RAND 
provided,  and  what  is  the  Department  receiving  for  that  sum? 

Answer.  To  date,  the  Department  has  issued  almost  $6M  to 
RAND  for  their  evaluation  of  the  CHAMPUS  Reform  Initiative 
(CRI)  demonstration.  The  study,  begun  in  1988,  is  comprised  of 
seven  volumes  each  focusing  on  different  aspects  of  the  demonstra- 
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tion.  The  initial  schedule  of  deliverables  called  for  a  five-year  study 
with  completion  in  1993.  While  several  volumes  of  the  study  have 
been  delayed  during  the  course  of  the  study  for  which  the  timely 
receipt  of  information  would  have  been  most  beneficial,  we  are,  on 
the  whole,  satisfied  with  the  efforts  to  date  and  the  important  in- 
formation being  provided  by  the  evaluation. 

Question.  The  Department  last  Summer  promised  to  provide  the 
Committee  a  report  on  Mental  Health.  Where  does  the  Department 
stand  in  getting  this  to  us? 

Answer.  RAND  has  informed  us  that  a  preliminary  draft  of 
Volume  5— Patterns  of  Mental  Health  Care  of  the  CHAMPUS 
Reform  Initiative  (CRD  study  has  been  completed.  The  final  draft 
of  the  volume  is  under  preparation  and  expected  by  early  Summer. 
Work  on  this  volume  of  the  study  was  only  recently  completed  and 
the  review,  editing  process  begun.  We  will  forward  a  copy  of  the, 
report  to  the  Committee  once  it  has  been  approved  for  release. 

CERTIFICATION  PROGRAM 

Question.  What  is  the  status  of  all  three  of  these  aspects  of  certi- 
fication for  all  CRI  sites:  a.  California/ Hawaii?  Last  year,  the  Au- 
thorization Bill  directed  DoD  to  certify  that  CRI  was  cost-effective, 
improved  access  and  provided  a  quality  service  to  the  beneficiaries. 

Answer.  Certification  does  not  apply. 

Question,  b.  Washington/Oregon? 

Answer.  The  Department  is  continuing  to  work  toward  complet- 
ing the  certification  requirement. 

Question,  c.  Texas/ Louisiana? 

Answer.  The  Department  has  waived  the  certification  require- 
ment. 

Question.  The  Department  developed  an  enrolled  benefit  program 
that  was  meant  to  respond  to  Authorization  direction  to  certify 
that  CRI  is  cost-effective,  improves  access  and  provides  quality 
service  to  its  beneficiaries.  Please  explain  in  detail  why  the  fee 
schedule  selected  makes  the  CRI  program  "budget  neutral"  or  "cer- 
tifiable". Would  you  provide  the  Committee  with  any  documenta- 
tion to  explain  the  selected  fee  schedule? 

Answer.  To  assist  in  carrying  out  this  requirement,  DoD  request- 
ed an  assessment  from  the  RAND  Corporation,  which  has  conduct- 
ed a  comprehensive  evaluation  of  CRI,  and  Lewin-VHI,  which  has 
provided  expert  consulting  services  to  DoD  regarding  CRI.  Their  as- 
sessment that  CRI,  as  presently  designed,  improved  access,  did  not 
affect  quality,  and  increased  cost.  There  are  flaws  in  the  CRI 
design  that  lead  to  excessive  utilization  among  certain  beneficiary 
categories  and  increased  costs.  Most  significantly,  CRI  includes  a 
health  care  enrollment  program  which  very  substantially  reduces 
beneficiary  cost  sharing  for  health  care  services. 

The  Lewin-VHI  report  on  CRI  sets  forth  an  alternative  schedule 
of  beneficiary  cost  sharing  designed  to  neutralize  substantially  the 
adverse  cost  effects  of  the  original  CRI  schedule.  A  slightly  revised 
version  of  this  alternative  schedule  has  been  introduced  in  connec- 
tion with  expansion  of  CRI  to  the  three  BRAC  sites.  The  alterna- 
tive schedule  continues  to  offer  substantially  enhanced  benefits, 
even  though  not  as  enhanced  as  the  original  model. 
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The  RAND  Project  Memorandum  and  the  Lewin-VHI  Report  will 
be  submitted  for  the  record. 

Question.  Has  the  Department  reviewed  the  Harvard  and  Stan- 
ford University  reports  which  questioned  the  RAND  review  of  CRI? 
Did  these  reports  have  any  impact  on  the  Department's  final  deter- 
mination on  certification? 

Answer.  The  Department  has  reviewed  both  the  Harvard  and 
Stanford  University  reports  questioning  the  RAND  review  of  CRI. 
The  Department  internally  reviewed  the  study  and  subsequent  in- 
dependent reviews  and  believes  the  results  from  RAND  are  valid 
and  supportable.  The  Department  remains  satisfied  with  the 
RAND  CRI  findings  and  believes  the  differences  noted  in  the  Har- 
vard and  Stanford  reports  are  points  which  do  not  affect  the  over- 
all conclusions  of  the  study. 

PREEMPTION  FROM  STATE  AND  LOCAL  LAW 

Question.  Last  year,  the  Appropriations  Bill  directed  that  CRI 
was  preempted  from  State  and  local  law  in  order  to  effect  a  uni- 
form, national  program.  Why  won't  the  Department  implement 
this  congressionally  mandated  preemption?  Why  must  the  Con- 
gress enact  new  Health  Affairs  proposed  legislation  to  carry  out 
this  CRI  preemption,  when  our  FY  1993  law  was  so  clear? 

Answer.  Last  year,  the  House  Appropriations  Committee  at- 
tempted to  direct  that  CRI  was  preempted  from  State  and  local 
law.  We  are  trying  to  follow  Committee  guidance.  However,  be- 
cause the  Appropriations  Act  provision  is  ambiguous  with  respect 
to  its  application  to  the  California/Hawaii  contract,  the  DoD  Office 
of  General  Counsel  concluded  that  DoD  could  not  assure  bidders 
for  the  California/ Hawaii  contract,  that  they  could  safely  ignore  li- 
cense and  other  requirements  of  State  law. 

The  technical  problem  with  last  year's  provision  is  that  it  stated 
it  applies  "to  all  contracts  entered  into  pursuant  to  this  general 
provision."  The  California/ Hawaii  contract  acquisition,  however, 
predated  the  general  provision  and  is  not  required  by  it.  The  Ap- 
propriations Act's  legislative  history  does  not  clarify  the  ambiguity. 
In  addition,  the  concurrent  legislative  record  includes  a  statement 
by  the  conferees  on  the  National  Defense  Authorization  Act  reflect- 
ing that  they  were  undecided  on  whether  State  laws  should  be  pre- 
empted. 

Numerous  Supreme  Court  cases  have  made  clear  that  State  laws 
will  not  be  found  to  have  been  preempted  by  ambiguous  federal 
statutes;  preemption  must  be  clearly  stated.  This  rule  of  statutory 
interpretation  is  reiterated  in  a  Presidential  Executive  Order. 

Based  on  the  current  statutory  language,  if  the  successful  con- 
tractor ignores  a  State  law  requirement,  such  as  a  requirement  to 
maintain  a  license  to  do  business  as  a  health  insurer,  the  contrac- 
tor could  not  be  confident  of  prevailing  in  litigation  with  State  en- 
forcement officials.  Further,  DoD  would  have  no  legal  authority  to 
shield  the  contractor  from  enforcement  of  the  State  law.  The  result 
could  be  that  the  contract  would  be  in  violation  of  State  law  and 
unable  to  perform  the  DoD  contract. 

In  order  to  make  sure  that  Congress  will  have  an  opportunity  to 
address  the  matter  again  in  the  Appropriations  or  Authorizations 
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Acts  for  Fiscal  year  1994,  DoD  has  informed  offerors  of  DoD's 
intent  to  defer  until  the  time  of  service  delivery  the  contractual  re- 
quirement that  the  contractor  comply  with  State  license  laws. 

DoD  has  not  decided  the  larger  policy  issue  of  whether  to  seek 
preemption  of  State  laws  for  managed  care  contracts  on  a  continu- 
ing basis.  The  issue  of  Federal  preemption  of  State  laws  is  complex 
issue  which  is  under  study  within  the  Department. 

NORTHERN /mid- ATLANTIC  REGION  HEALTHCARE 

Question.  Last  year,  the  Appropriations  Bill  directed  that  any 
new  health  care  contract  initiated  by  DoD  be  at-risk  to  the  contrac- 
tor. When  the  entire  health  care  industry  is  moving  toward  highly 
managed  care,  why  has  the  Department  recently  issued  two  re- 
quests for  proposals  for  the  Northern  and  Mid-Atlantic  regions 
with  very  weak  managed  care  components? 

Answer.  Section  9032  of  the  DoD  Appropriations  Act,  1993,  pre- 
vents DoD  from  using  the  authority  of  Title  10,  Section  1079(n) 
which  allows  for  "sole  source"  modifications(s)  to  fiscal  interme- 
diary (FI)  contracts  for  managed  care  activities,  without  first  solic- 
iting competitive,  at-risk  proposals  for  health  care  services. 

However,  this  provision  applies  only  if  DoD  intends  to  use  sole 
source  procedures  in  a  fiscal  intermediary  procurement,  which  is 
not  the  case  with  either  the  Northern  Region  RFP  or  Mid-Atlantic 
RFP. 

Therefore,  the  requirement  for  "at-risk"  health  care  services 
does  not  apply  to  the  Northern  Region  and  Mid-Atlantic  procure- 
ments. 

The  Department  fully  supports  the  managed  care  approach  to 
health  care  delivery  and  is  committed  to  moving  the  MHSS  in  that 
direction.  In  the  case  of  the  Northern  Region  and  Mid- Atlantic  pro- 
curements, however,  we  were  lacking  certain  necessary  authorities 
at  this  time  to  implement  a  full  managed  care  program.  Neverthe- 
less, we  needed  to  procure  FI  services,  and  we  also  wanted  to  pro- 
vide services  in  BRAC  sites. 

Question.  The  Department  has  clearly  taken  upon  itself  the  full 
risk  for  services  in  the  regions  which  covers  over  a  third  of  this 
country's  states.  Vendors  appear  to  be  interested  in  bidding  both 
these  regions  on  an  at-risk  basis,  and  Congress  has  directed  them 
to  be  at-risk.  Why  wouldn't  the  government  want  its  contractor  to 
assume  at  least  some  of  the  risk  in  the  delivery  of  managed  health 
care? 

Answer.  The  winner  contractor  will  share  some  risk  with  the 
government.  The  administrative  costs  are  fixed  which  will  make 
the  contractor  responsible  for  any  costs  in  excess  of  those  bid.  If 
the  contractor  fails  to  provide  the  required  services  they  will  be  as- 
sessed some  amount  of  liquidated  damages  for  failing  to  meet  the 
established  requirements. 

Question.  The  Committee  specifically  directed  in  law  that  the 
Northern  Region  modification  be  at-risk.  Has  the  Department  com- 
plied? Is  the  Mid-Atlantic  region  at-risk? 

Answer.  Section  9032  of  the  DoD  Appropriations  Act,  1993,  pre- 
vents DoD  from  using  the  authority  of  Title  10,  Section  1079(n) 
which  allows  for  "sole  source"  modification(s)  to  fiscal  intermediary 
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(FI)  contracts  for  managed  care  activities,  without  first  soliciting 
competitive,  at-risk  proposals  for  health  care  services. 

However,  this  provision  applies  only  if  DoD  intends  to  use  sole 
source  procedures  in  a  fiscal  intermediary  procurement,  which  is 
not  the  case  with  either  the  Northern  Region  RFP  or  Mid-Atlantic 
RFP. 

Therefore,  the  requirement  for  "at-risk"  health  care  services 
does  not  apply  to  the  Northern  Region  and  Mid-Atlantic  procure- 
ments. 

Question.  Presently,  the  Department  has  only  asked  vendors  to 
consider  the  preferred  provider  option  for  these  regions.  Will  there 
be  an  amendment  to  change  this  feature,  and  will  it  change  to  an 
at-risk  model? 

Answer.  An  amendment  to  change  this  feature  is  not  currently 
under  consideration. 

MAIL  SERVICE  PHARMACY 

Question.  What  is  the  status  of  the  mail  service  pharmacy  pro- 
gram mandated  by  Congress  last  year?  Will  the  program  be  deliv- 
ering prescriptions  in  fiscal  year  1993? 

Answer.  Site  selections  have  been  made  for  the  two  discretionary 
sites  and  the  statement  of  work  will  be  submitted  in  June  1993,  to 
the  Defense  Personnel  Support  Center  who  will  serve  as  the  con- 
tracting agent.  The  Department  continues  to  work  toward  meeting 
the  legislative  requirement  to  implement  a  demonstration  during 
FY  1993.  The  demonstration  in  Hawaii  will  be  a  component  of  the 
California/ Hawaii  CRI  contract.  That  contract  is  expected  to  be 
awarded  in  July,  1993,  with  health  care  delivery  to  begin  in  Febru- 
ary, 1994. 

Question.  What  will  the  cost-shares  be  under  this  program? 

Answer.  The  cost  for  up  to  a  60-day  supply  will  be  $4.00  for  de- 
pendents on  active  duty  members  and  $8.00  for  retirees,  depend- 
ents of  retirees,  and  Medicare  eligible  retirees  and  their  depend- 
ents who  reside  in  catchment  areas  of  military  treatment  facilities 
which  have  closed.  Co-payments  will  be  independent  of  CHAMPUS 
deductibles  and  the  catastrophic  cap. 

Question.  What  will  be  the  impact  of  this  program  on  the  refill 
traffic  at  military  hospitals?  What  will  be  the  projected  cost  of  this 
demonstration? 

Answer.  We  anticipate  that  there  will  be  a  decrease  in  the 
number  of  beneficiaries  who  use  MTF  pharmacies  to  obtain  pre- 
scription refills.  Even  among  beneficiaries  who  obtain  other  medi- 
cal services  at  an  MTF  and  live  within  close  proximity  there  is  pro- 
jected to  be  some  transfer  to  mail  service  for  its  convenience,  par- 
ticularly in  the  case  of  beneficiaries  with  chronic  conditions.  There 
is  also  a  projected  reduction  in  the  number  of  Medicare  eligible 
personnel  who  will  travel  great  distances  from  base  closure  sites  to 
seek  prescription  services  at  an  alternate  MTF.  Finally,  we  project 
that  there  will  be  a  reduction  in  MTF  pharmacy  usage  by  benefici- 
aries who  have  prescriptions  written  by  CHAMPUS  providers. 
There  is  no  data  available  with  which  to  accurately  project  the 
level  of  utilization  the  new  benefit  will  command.  Further,  utiliza- 
tion is  expected  to  vary  by  geographic  region  and  beneficiary  cate- 
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gory.  For  these  reasons,  demand  is  difficult  to  accurately  predict  as 
is  program  cost.  A  study  is  currently  underway  which  will  project 
cost  estimates  for  FY94  and  beyond,  however,  our  current  estimate 
for  FY94  is  approximately  $77  million.  We  are  pleased  to  be  able  to 
introduce  the  mail  service  benefit  as  a  demonstration  as  it  will  pro- 
vide the  Department  the  opportunity  to  obtain  utilization  and  cost 
data  with  which  to  better  evaluate  and  project  out  year  budgets 
prior  to  implementing  the  program  on  a  larger  scale. 

Question.  Is  the  Department  going  to  allow  usage  of  government- 
supplied  pharmaceuticals  in  this  demonstration  to  reduce  costs? 

Answer.  Mail  service  contractors  participating  in  the  demonstra- 
tions for  which  the  Defense  Personnel  Support  Center  is  serving  as 
contract  agent  will  be  able  to  procure  pharmaceuticals  at  govern- 
ment cost. 

PHARMACY  FOR  OVER  AGE  65  BENEFICIARIES 

Question.  Last  year,  Congress  authorized  DoD  to  provide  civilian 
pharmacy  services  for  DoD  beneficiaries  over  age  65  who  reside  in 
base  closure  sites.  Please  comment  on  how  the  Department  plans 
to  service  this  group,  including  cost-sharing  arrangements  and  the 
overall  cost  effectiveness  of  the  program. 

Answer.  Medicare  eligible  retirees  and  their  dependents  wffo 
reside  in  former  catchment  areas  of  treatment  facilities  which  have 
closed  will  be  eligible  to  participate  in  both  retail  pharmacy  net- 
works where  managed  care  contracts  are  developed  and  in  those 
states  with  mail  service  pharmacy  demonstrations.  These  benefici- 
aries will  pay  a  20  percent  co-payment  with  no  deductible  for  up  to 
a  30-day  supply  of  pharmaceuticals  obtained  through  a  retail  net- 
work and  will  pay  a  $8.00  co-payment  for  up  to  a  60-day  supply  ob- 
tained through  the  mail  service  pharmacy  program.  Utilization 
cannot  be  accurately  predicted  at  this  time,  but  the  cost  to  the  gov- 
ernment will  be  greater  to  support  this  beneficiary  population 
through  contractual  arrangements  than  through  the  direct  care 
system. 

Question.  Would  the  use  of  government-supplied  pharmaceuticals 
help  reduce  the  government's  costs? 

Answer.  Yes,  the  use  of  government-supplied  pharmaceuticals 
would  reduce  the  government's  cost  for  the  mail  service  program. 
The  Department  intends  to  use  that  approach  to  supplying  phar- 
maceuticals for  the  mail  service  demonstrations  for  which  the  De- 
fense Personnel  Support  Center  is  serving  as  the  contract  agent. 

MENTAL  HEALTH  CARE 

Question.  What  efforts  have  been  made  to  compare  the  Tidewat- 
er, Fort  Bragg,  and  CRI  demonstrations?  When  are  the  Fort  Bragg 
evaluations  due?  Do  you  have  any  preliminary  results  to  report 
today? 

Answer.  There  are  currently  no  efforts  underway  to  compare  the 
Tidewater,  Fort  Bragg  and  CRI  demonstrations. 

The  Fort  Bragg  Demonstration  project  evaluation  is  due  30  Sep- 
tember 1993.  The  contractor  (state  of  North  Carolina  (NO  and  its 
evaluation  subcontractor,  Vanderbilt  University,  have  requested  an 
extension  of  the  due  date  to  30  September  1994.  An  independent 
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Army  statistical  panel  and  an  independent  biostatistics  analyst 
have  determined  that  sufficient  sample  size  will  be  available  (based 
on  data  available  to  Vanderbilt  University  through  30  September 
1993)  to  support  statistically  valid  study  results.  Army  has  agreed 
to  extend  the  final  evaluation  due  date  to  31  December  1993  and  is 
satisfied  that  this  effort  will  satisfy  the  Congressional  directive  to 
evaluate  the  program.  In  addition  to  the  Army  funded  ($3  million 
original  estimate  versus  +$4.0  million  projected  final  cost)  Vander- 
bilt University  evaluation,  Vanderbilt  requested  and  received  fund- 
ing from  the  National  Institutes  of  Mental  Health  (NIMH)  for  a 
parallel  evaluation  of  the  demonstration  project.  The  NIMH  grant 
funding  (  +  3  million)  for  this  project  began  in  1989,  has  continued 
throughout  the  life  of  the  project  and  is  scheduled  to  end  31  De- 
cember 1994.  Under  this  grant,  Vanderbilt  University  is  expected 
to  address  childhood  psychopathology  and  other  longitudinal  as- 
pects of  clinical  outcomes.  The  proposed  due  date  for  the  Army 
funded  Vanderbilt  evaluation  (31  December  1993)  will  not  endanger 
completion  of  the  parallel  Vanderbilt  study. 

Army  has  accomplished  independent  clinical  reviews  and  analy- 
ses and  we  are  encouraged  by  the  findings.  Several  components  of 
the  community  based  continuum,  which  are  not  now  standard 
CHAMPUS  benefits,  appear  to  be  clinically  appropriate  and  cost  ef- 
fective alternatives.  These  include  intensive  outpatient  therapy, 
therapeutic  foster  homes,  group  crisis  homes  and  in-home  services. 
Army  plans  to  regain  control  of  management  of  the  mental  health 
care  for  the  target  population.  Army's  transition  plan  includes  use 
of  these  proven  modalities  under  a  fixed  price,  managed  care  con- 
tract in  lieu  of  CHAMPUS  expenditures,  pending  Congressional  ap- 
proval as  CHAMPUS  benefits.  Having  developed  sufficient  infor- 
mation using  its  Pioneer  System  unit  costing  methodology,  the 
state  of  NC  (Fort  Bragg  demonstration  contractor)  has  announced  a 
plan  to  deploy  a  similar  continuum  of  care  in  30  North  Carolina 
counties.  The  continuum  is  to  support  a  population  of  about  110,000 
North  Carolina  children/adolescents  at  FY94  and  FY95  costs  of 
about  $22  million. 

Question.  The  Department  contracted  with  one  vendor  to  per- 
form utilization  management  and  review  (UM/UR)  for  CHAMPUS 
mental  health  care  throughout  most  of  the  country?  Has  this  been 
successful?  What  are  the  benefits  of  this  program  to  the  govern- 
ment? 

Answer.  The  Department  contracted  with  health  Management 
Strategies  International,  Inc.  effective  January  1990  to  perform  na- 
tionwide utilization  review  services  including  precertification,  con- 
current reviews,  and  retrospective  reviews.  The  contractor  is  not  fi- 
nancially at  risk  for  care  and  provides  preauthorization  and  contin- 
ued stay  reviews  by  both  telephonic  consultation  with  providers 
and  medical  records  review.  The  contractor  also  assists  CHAMPUS 
in  quality  assurance  functions,  such  as  certifying  or  decertifying 
residential  treatment  centers,  through  review  of  paperwork  and  on- 
site  inspections  of  facilities.  In  addition,  the  contractor  provides  a 
beneficiary  and  provider  relations  and  education  program,  and  also 
operates  a  management  information  system  that  supports  analysis 
of  its  activities  under  the  contract.  The  contract  excludes  car  ren- 
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dered  outside  the  U.S.,  CPA-Norfolk,  Fort  Bragg,  Army  CAM  (Fort 
Carson),  CRI  (California,  Hawaii,  and  New  Orleans). 

The  contract  has  been  successful  in  ensuring  CHAMPUS  benefi- 
ciaries are  seen  in  the  least  intensive  treatment  setting  which  can 
provide  medically  necessary  services  and  has  led  to  reductions  in 
usage  as  follows: 

Certified  days  for  all  inpatient  care  (psychiatric,  substance  use, 
RTC)  decreased  from  800,000  in  1990  to  a  little  over  400,000  in 
1992. 

Average  length  of  stay  for  acute  psychiatric  care  (child /adoles- 
cent) decreased  from  30  days  in  1990  to  18  days  in  1992. 

Average  length  of  stay  for  residential  substance  use  (adult)  de- 
creased from  17  days  in  1990  to  10  days  in  1992. 

Average  length  of  stay  for  adolescent  RTCs  decreased  from  230 
days  in  1990  to  140  in  1992. 

The  Department  continues  to  monitor  and  evaluate  the  activity 
and  findings  under  this  contract.  The  new  National  Quality  Moni- 
toring Contract  offers  us  another  mechanism  for  oversight  of  both 
the  UM  contractor  and  of  the  mental  health  providers,  regarding 
the  appropriateness,  necessity  and  quality  of  the  care  provided  to 
our  beneficiaries. 

Question.  Why  is  the  Department  amending  the  CRI  contracts  to 
allow  the  UM/UR  vendor  to  provide  services  in  CRI  regions? 
Doesn't  this  diminish  the  incentives  for  at-risk  contractors  when 
service  decisions  are  left  to  a  third  party  who  is  not  at  risk? 

Answer.  The  CRI  contracts  are  not  being  amended  to  allow  the 
National  Mental  Health  Utilization  Management  contractor  to  pro- 
vide services  in  CRI  regions.  Rather,  we  are  amending  contracts  to 
require  use  of  the  HMS  screening  criteria  in  conducting  utilization 
management  of  mental  health  services. 

In  the  case  of  medical /surgical  care,  the  utilization  manage- 
ment/quality assurance  (UM/QA)  contractors  in  the  CRI  regions 
are  peer  review  organizations  responsible  for  assuring  the  medical 
necessity,  appropriateness  and  quality  of  medica/surgical  care  pro- 
vided to  CHAMPUS  beneficiaries  who  are  not  enrolled  in  CRI. 
Review  decisions  in  this  case  are  final  and  binding  on  CHAMPUS 
payment. 

The  UM/QA  contractor  will  also  review  services  provided  to  CRI 
enrollees.  In  this  instance,  review  decisions  will  not  impact  reim- 
bursement for  services,  but  will  serve  as  a  quality  monitoring  func- 
tion for  both  the  CRI  contractor  and  the  Department  of  Defense. 
The  only  instance  in  which  UM/QA  contractor  review  could  impact 
payment  is  in  the  performance  of  second  level  reconsideration  of 
CRI  contractor  denials  of  care.  In  this  case,  if  the  CRI  contractor 
upholds  a  denial  of  services  on  reconsideration,  review  by  the  UM/ 
QA  physicians  is  automatic  and  decisions  are  binding  for  payment 
purposes.  This  process  provides  a  safeguard  to  assure  that  the  at- 
risk  nature  of  the  contract  does  not  impact  the  quality  of  cared 
provided  to  CHAMPUS  beneficiaries  in  a  negative  manner. 

COMPOSITE  HEALTH  CARE  SYSTEM    (CHCS) 

Question.  The  Committee  has  been  a  strong  supporter  of  an  auto- 
mated hospital  information  system  known  as  the  Composite  Health 
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Care  System  (CHCS).  To  date,  $500  million  has  been  spent  to  build 
this  premier  hospital  information  system.  Can  you  give  the  Com- 
mittee an  update  on  the  progress  made  on  developing  and  imple- 
menting CHCS?  What  progress  has  been  made  in  fielding  CHCS? 
With  so  many  changes  occurring  in  the  Department  and  the  health 
care  field,  should  DoD  consider  alternatives  for  proceeding  with  its 
hospital  information  system  plan? 

Answer.  CHCS  had  a  Major  Automated  Information  System 
Review  Council  (MAISRC)  Milestone  III  A  review  in  May  1992  and 
received  deployment  authority  in  January  1992  and  received  de- 
ployment authority  in  January  1993.  Since  January  1993,  CHCS 
has  been  installed  at  three  military  hospitals,  and  implementation 
procedures  have  begun  at  an  additional  12  military  treatment  fa- 
cilities (MTFs).  Procedures  to  install  stand-alone  LAB  have  begun 
at  three  sites,  while  procedures  to  replace  Tri-Service  Microphar- 
macy  System  (TMPS)  have  begun  for  six  MTFs  using  an  implemen- 
tation of  CHCS  on  a  personal  computer  (PC)  platform. 

The  CHCS  system  is  a  fully  integrated  healthcare  information 
system,  designed  to  modernize  and  integrate  Department  of  De- 
fense (DoD)  hospital  and  outpatient  administration  and  clinical 
functions  on  a  region-by-region  basis.  CHCS  will  assist  in  the  proc- 
ess to  improve  the  quality,  accuracy,  efficiency,  and  timeliness,  of 
patient  care  and  healthcare  management  data  within  the  Military 
Health  Services  System  (MHSS).  This  major  DoD  automated 
system  will  be  the  primary  source  data  collection  mechanism  for 
management  of  health  care  delivery  based  on  assessment  of  patient 
care  outcomes,  relative  to  treatment  decisions  made  by  healthcare 
professionals.  As  both  an  incremental  and  fully  integrated  system, 
CHCS  architecture  is  sufficiently  scalable  to  keep  up  with  changing 
Department  requirements  such  as  base  realignment  and  closures 
and  changes  in  worldwide  readiness  requirements. 

Question.  In-Patient  Order  Entry  has  been  a  major  development 
problem.  How  is  the  development  of  this  module  coming?  Are  you 
making  it  user  friendly  enough  for  doctors? 

Answer.  Physician  In-Patient  Order  Entry  (IPOE)  is  necessary  to 
take  full  advantage  of  the  capabilities  of  CHCS  to  improve  health 
care  delivery  and  management  but  the  limited  funds  that  are  avail- 
able must  be  devoted  to  meet  the  urgently  needed  capabilities  that 
the  Milestone  IIIA  software  can  fulfill  now. 

The  Initial  Operating  Capability  (IOC)  system  contracts  will 
expire  by  the  end  of  FY94.  These  systems  must  be  replaced. 

Implementation  of  Patient  Administration  (PAD),  Patient  Ap- 
pointing and  Scheduling  (PAS),  Pharm,  Laboratory  (LAB),  &  Radi- 
ology (RAD)  to  all  sites  as  quickly  as  possible  is  necessary  to  imple- 
ment improved  management. 

IPOE  development  will  continue  to  the  extent  funding  allows. 
Experiences  of  Army,  Navy  &  Air  Force  physicians  at  Tripler 
Army  Medical  Center  (TAMO  have  been  and  will  continue  to  be 
incorporated  into  system  design  processes.  Both  software  and  hard- 
ware enhancements  are  required  and  it  has  become  clear  that  a 
graphical  interface  is  a  minimum  requirement  for  Physician  In-Pa- 
tient Order  Entry  (PIPOE).  SAIC  has  expended  corporate  resources 
to  develop  enhancements  to  improve  PIPOE.  They  have  explored 
avenues  to  facilitate  the  development. 
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Question.  Has  the  Department  encouraged  the  prime  vendor  to 
soUcit  other  vendor  proposals  for  off-the-shelf  applications  to  com- 
plete the  development  of  CHCS? 

Answer.  The  Department  has  encouraged  the  prime  vendor  to 
use  innovative  and  cost  effective  methods  to  develop  CHCS. 

Science  Applications  International  Corporation  (SAIC)  has  con- 
sidered commercial-off-the-shelf  (COTS)  solutions  for  a  number  of 
CHCS  requirements,  such  as,  Archive,  Physician  Inpatient  Order 
Entry,  Anatomic  Pathology,  and  Nursing.  For  example,  archiving 
incorporated  COTS  hardware  and  software  solutions  that  were 
modified  for  use  on  CHCS.  COTS  as  a  solution  to  meet  physician 
inpatient  order  entry  introduced  an  unacceptable  level  of  cost, 
schedule  and  technical  risk.  In  addition,  SAIC  has  devoted  signifi- 
cant corporate  resources  to  actions  to  facilitate  the  ability  of  CHCS 
to  interface. 

Question.  Can  CHCS  be  fielded  successfully  within  the  funding 
cap  set  by  the  Congress? 

Answer.  Yes.  We  will  field  CHCS  PAS,  PAD  and  Pharmacy  mod- 
ules to  all  sites  allowing  us  to  meet  the  most  critical  needs  of  the 
MHSS. 

We  will  deploy  full  Milestone  IIIA  functionality  to  439  MTFs  (66 
host  sites  and  373  associates  satellites). 

Some  limited  number  of  additional  cost  beneficial  host  sites  and 
associated  clinics  will  not  receive  Milestone  IIIA  functionality 
within  the  funded  program.  These  sites  will  be  re-evaluated  after 
base  realignment  and  closure  actions  and  force  draw  down  deci- 
sions are  completed. 

Question.  The  Committee  has  learned  that  less  than  20  percent  of 
all  military  hospitals  have  any  software  to  support  management 
and  technical  needs  in  their  blood  banks  and  donor  centers? 
Wouldn't  adding  the  task  of  implementing  a  blood  bank  transfu- 
sion and  blood  donor  information  system  requirement  to  the  CHCS 
program  ensure  that  this  peacetime  function  is  implemented  more 
quickly? 

Answer.  Defense  Blood  Standard  System  (DBSS)  is  intended  to  be 
the  CHCS  Blood  Bank/ Donor  Center  module.  Therefore,  CHCS 
stopped  their  Blood  Bank  development  effort  approximately  two 
years  ago. 

The  task  of  defining  the  requirements  for  standard  Armed  Serv- 
ices Blood  procedures  has  been  accomplished  through  the  Corpo- 
rate Information  Management  initiative.  Currently,  the  DBSS  pro- 
totype is  in  test  at  Navy  National  Medical  Center  (NNMC)  Bethes- 
da  and  Armed  Services  Whole  Blood  Processing  Laboratory 
(ASWBPL).  We  plan  to  expand  to  Keesler  and  Camp  Memorial  at 
Ft  Knox  this  summer. 

Interfacing  DBSS  to  the  CHCS  LAB  module  at  sites  that  receive 
CHCS  is  preferable  to  adapting  a  commercial-off-the-shelf  (COTS) 
system.  However,  CHCS  as  a  hospital  based  system  is  not  pro- 
grammed to  support  some  of  the  high  priority  blood  activities  such 
as  the  contingency  Blood  Transshipment  Centers  and  stand-alone 
blood  donor  centers.  Although  DBSS  deployment  plans  may  differ 
from  CHCS,  where  they  overlap  the  systems  will  link  together. 

The  Department  has  funded  development,  testing  and  the  inter- 
face to  CHCS. 
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BASE  CLOSURES 


Question.  What  specific  plans  are  being  made  for  the  delivery  of 
health  care  at  base  closure  sites? 

Answer.  Several  managed  care  programs  will  be  available  to 
serve  the  beneficiaries  at  base  closure  sites.  For  each  of  the  base 
closure  service  areas  in  which  a  provider  network  is  developed,  a 
retail  pharmacy  benefit  will  be  offered.  This  benefit  will  be  avail- 
able to  military  Medicare-eligible  beneficiaries  as  well  as  CHAM- 
PUS-eligible  beneficiaries.  The  Northern  Region  Fiscal  Interme- 
diary Contract  encompasses  a  19-state  region.  It  includes  a  man- 
aged care  component,  a  Preferred  Provider  Network,  that  will 
cover  the  beneficiaries  at  the  following  closure  sites:  Wurtsmith 
AFB,  Michigan;  Chanute  AFB,  Illinois;  Loring  AFB,  Maine;  Gris- 
som  AFB,  Indiana;  Ft.  Devens,  Massachusetts;  Ft.  Benjamin  Harri- 
son, Indiana;  and  Naval  Hospital  Philadelphia.  Health  care  serv- 
ices should  be  available  to  those  beneficiaries  by  March  1994.  The 
Mid-Atlantic  region  will  have  a  similar  contract  in  place  in  the 
summer  of  1994.  The  Mid-Atlantic  region  contract  will  support  the 
Myrtle  Beach  AFB,  South  Carolina,  closure  site.  The  CHAMPUS 
Reform  Initiative  (CRD  is  available  to  the  beneficiaries  affected  by 
BRAC  in  California  (George  AFB,  NH  Long  Beach,  Ft.  Ord,  Letter- 
man  AH,  and  Castle  AFB).  Currently,  this  does  not  include  Medi- 
care eligible  beneficiaries.  A  competitive  procurement  for  the 
follow-on  program  is  in  progress  with  contract  award  scheduled  for 
this  summer.  The  Medicare-eligible  beneficiaries  at  the  BRAC  sites 
in  California  will  have  a  retail  pharmacy  benefit  under  the  new 
program,  which  we  anticipate  will  be  available  in  early  1994.  The 
beneficiaries  in  the  Bergstrom,  Carswell,  and  England  AFB  areas 
have  access  to  a  triple  option  program  which  was  established  in 
each  of  these  base  closure  areas  on  May  1,  1993.  In  addition,  the 
Department  will  conduct  a  demonstration  of  a  mail  service  phar- 
macy benefit  in  Hawaii  and  in  two  multi-state  regions.  Benefici- 
aries in  the  Myrtle  Beach  AFB,  and  NH  Philadelphia  areas  will  be 
able  to  take  advantage  of  this  program.  The  Air  Force  Transitional 
Health  Care  Program  will  provide  care  for  beneficiaries  in  the 
Eaker  AFB,  Arkansas  area,  until  a  program  is  developed  for  that 
area.  Our  current  intention  is  that  a  managed  care  component  will 
be  added  to  the  South  Central  Fiscal  Intermediary  Contract  when 
the  current  contract  expires.  This  contract  is  due  to  be  competitive- 
ly awarded  in  June  1994. 

Question.  Has  the  Department  requested  plans  from  the  Services 
on  a  site-by-site  basis? 

Answer.  The  Department  requested  from  each  of  the  Services  de- 
tailed transition  plans  which  describe  the  closure  process,  time 
lines,  and  healthcare  alternatives  for  the  residual  beneficiary  popu- 
lation. The  plans  have  been  received  and  are  being  reviewed  by 
Health  Affairs  to  ensure  they  are  complete  and  adequately  address 
the  needs  of  the  beneficiaries  at  all  sites. 

Question.  Does  the  Department  plan  to  extend  the  CRI  managed 
care  program  that  is  being  implemented  at  base  closure  sites  in 
Texas  and  Louisiana  to  the  other  BRAC  sites? 

Answer.  The  Department  does  not  plan  to  extend  the  CRI  pro- 
gram to  other  BRAC  sites.   There  is  a  managed  care  program 
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planned  for  each  of  the  sites  identified  for  closure  under  BRAC, 
with  the  exception  of  Eaker  AFB.  The  Department  is  presently 
studying  alternatives  for  that  site.  Plans  for  BRAC  sites  include 
both  a  short  term  transitional  program  where  necessary,  as  well 
as,  a  managed  care  initiative  at  all  sites.  The  programs  contain,  at 
a  minimum,  a  Preferred  Provider  Network  and  some  type  of  phar- 
macy program. 

HOME  HEALTH  CARE 

Question.  What  is  the  status  of  implementing  case  management 
contracts  for  home  health  care?  What  is  the  current  estimate  of 
savings  to  the  Department  from  the  limited,  ongoing  case  manage- 
ment home  health  care  demonstrations? 

Answer.  A  DoD  work  group  has  developed  a  first  draft  of  the  reg- 
ulation necessary  to  implement  case  management.  Contact  persons 
from  all  services  Surgeons  General  have  been  identified  to  partici- 
pate in  further  development  through  review  of  the  draft  regula- 
tion. An  advance  copy  of  the  draft  has  been  provided  to  the  contact 
persons. 

Home  care  is  clearly  less  costly  than  hospital  care  for  most  pa- 
tients who  would  otherwise  remain  in  the  hospital.  For  other  pa- 
tients, however,  who  would  not  remain  in  the  hospital  even  if  home 
care  was  not  available,  the  cost  advantages  of  home  care  are  more 
difficult  to  determine.  While  the  Department  remains  certain  that 
substantial  savings  have  been  realized  as  a  result  of  the  demonstra- 
tions, the  General  Accounting  Office  recently  has  raised  concerns 
about  the  estimate  of  savings  previously  reported.  At  this  time, 
DoD  is  reviewing  procedures  by  which  to  best  determine  cost  effec- 
tiveness of  the  benefits. 

Question.  Do  you  plan  for  a  national  or  regional  contract  ap- 
proach to  home  health  care?  When? 

Answer.  The  draft  regulation  contains  the  requirement  for  re- 
gional case  managers  with  capability  for  referral  to  a  local  manag- 
er when  appropriate.  Military  treatment  facilities  are  expected  to 
play  a  significant  role.  In  addition,  current  regional  utilization 
management/quality  assurance  contracts  were  required  to  show 
the  ability  to  provide  case  management  in  anticipation  of  the  Con- 
gress expanding  the  CHAMPUS  program  to  include  this  benefit.  A 
contract  modification  to  provide  funding  for  this  requirement  will 
be  necessary. 

Before  case  management  can  be  implemented,  the  benefit  must 
be  defined  through  the  full  rulemaking  process.  An  optimistic  time- 
frame for  internal  clearance  and  completion  of  a  draft  regulation 
would  be  September  1993.  After  a  60  day  public  comment  period, 
the  regulation  would  be  revised  based  on  comment  and  published 
as  a  final  rule. 

Question.  Will  ongoing  managed  care  demonstration  areas  be  ex- 
cluded from  this  case  management  contract(s)? 

Answer.  No. 

Question.  To  what  extent  does  DoD  utilize  home  health  services 
within  the  direct  care  system? 

Answer.  While  home  health  care  services  have  not  traditionally 
been  provided  through  the  direct  care  system,  limited  home  visits 
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are  conducted  by  many  of  our  facilities'  community  health  nurses 
and  the  short  term  loan  of  durable  medical  equipment  to  patients 
is  provided  through  the  medical  logistics  departments  of  many  of 
our  hospitals.  Many  military  hospitals,  particularly  within  the 
Catchment  Area  Management  demonstrations,  have  been  quite 
progressive  in  assisting  in  the  patient's  transition  from  the  acute 
care  environment  of  the  direct  care  system  to  the  home  health 
services  environment.  This  transition  generally  takes  place 
through  the  discharge  planning  process  and  links  patients  and 
their  families  to  case  managers,  health  care  finders,  or  health  ben- 
efits advisors  who  assist  in  the  coordination  of  the  necessary  care 
for  patients  through  either  CHAMPUS,  CHAMPUS  demonstra- 
tions, or  other  Federal,  state,  and  local  benefits  programs. 

Question.  Because  of  unique  requirements,  the  Navy/ Marine 
Corps  deploy  doctors  with  units  or  ships  at  a  much  lower  personnel 
to  doctor  ratios  than  their  sister  services.  Has  the  Navy  considered 
innovative  ways  of  providing  medical  care  for  deployments  other 
than  using  strictly  costly  medical  doctors? 

Answer.  The  Navy  does  deploy  Physician  Assistants,  Nurse  Prac- 
titioners and  Independent  Duty  Corpsman  on  ships,  with  tasks 
forces  and  with  the  Marine  Corps  in  the  field. 

Question.  Why  not  deploy  nurses  or  physician  assistants  on  these 
deployments? 

Answer.  The  Navy  does  not  deploy  physicians  on  every  class  of 
ship.  The  Navy  does  not  deploy  physicians  on  destroyers  or  cruis- 
ers, just  as  we  do  not  assign  physicians  to  company  sized  units.  The 
Navy's  ratio  of  physicians  to  service  men  and  women  is  comparable 
to  the  Army  and  the  Air  Force  if  you  account  for  the  nature  of  the 
unit  and  the  area  of  the  deployment.  For  example,  the  number  of 
physicians  in  Marine  Corp  Battalions  is  the  same  as  the  number  of 
physicians  in  Army  Light  Armored  Infantry  Battalions.  The  Navy 
and  the  Marine  Corps  deploy  to  remote,  isolated  areas  where  trans- 
portation to  definitive  care  may  be  limited  or  not  available.  Avia- 
tion, and  diving  units  are  often  included  with  these  forces.  Both  the 
nature  of  the  deployments  and  the  forces  employed  necessitate  the 
inclusion  of  physician  specialists  along  with  the  physicians  re- 
quired for  primary  and  emergency  care.  On  isolated  deployments, 
especially  at  sea  the  only  medical  capability  available  is  what  is 
brought  by  the  deploying  forces.  Even  with  the  vigorous  use  of  Phy- 
sician Assistants,  Nurse  Practitioners  and  Independent  Duty  Corps- 
man  there  is  still  medical  requirement  to  have  the  capability  avail- 
able to  handle  casualties.  With  aircraft  carriers  and  large  amphibi- 
ous ships,  five  physicians  to  more  than  5,000  personnel  may  be 
little  higher  than  the  ratio  of  physicians  to  the  general  population 
however  the  preventative  medicine,  surgical  capability  require- 
ment, aviation  medicine,  corpsman  training  and  planning  functions 
call  for  more  than  just  the  number  of  physicians  needed  for  pri- 
mary care. 

ALTERNATIVE  HEALTH  CARE  PROPOSAL 

Question.  The  National  Military  Family  Association  (NMFA) 
has  developed  a  Proposal  for  a  Health  Benefits  Program  for 
Military  Beneficiaries  which  has  three  components.  One  option 
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would  be  to  allow  all  eligible  beneficiaries  to  enroll  in  the  Federal 
Employee  Health  Benefits  Program.  What  is  your  opinion  of  the 
NMFA  proposal? 

Answer.  DoD  (Health  Affairs)  has  begun  an  assessment  of  the 
cost  for  implementing  a  military  health  benefit  proposed  by  the 
National  Military  Families  Association  (NMFA).  Several  important 
details  about  the  proposal  have  not  yet  been  articulated  by  NMFA 
such  as  a  description  of  the  complete  benefit  package.  As  presently 
configured,  the  NMFA  proposal  appears  to  shift  some  of  the  costs 
of  coverage  to  military  beneficiaries  in  the  form  of  benefits  plan 
modification,  premium  structure,  and  increased  numbers  of  eligible 
beneficiaries. 

Question.  Do  you  have  any  idea  what  it  would  cost  to  implement 
all  three  options  of  their  proposal? 

Answer.  What  benefit  package  will  be  under  the  proposal  and 
what  premium  (enrollment)  payments  will  be  accepted  must  be  de- 
termined before  cost  to  implement  all  three  options  of  NMFA's  pro- 
posed Military  Health  Benefits  Program  can  be  made. 

NATIONAL  CLAIMS  PROCESSING  SYSTEM 

Question.  This  Committee  has  long  felt  the  need  for  a  national 
claims  processing  system  under  CHAMPUS  to  avoid  the  inevitable 
inefficiencies  as  beneficiaries  move  across  the  many  systems  not  in 
place.  What  is  the  status  of  the  development  of  this  system  and 
when  will  it  be  implemented. 

Answer.  The  first  phase  of  the  CHAMPUS  National  Claims  Proc- 
essing System,  a  centralized  file  for  information  on  beneficiary  de- 
ductible status  and  catastrophic  cap  information,  will  be  imple- 
mented by  October  1,  1993. 

We  are  working  with  the  Health  Care  Financing  Administration 
to  convert  provider  identification  numbers  for  most  CHAMPUS  au- 
thorized institutional  providers  to  be  consistent  with  the  provider 
identification  number  in  use  by  Medicare.  The  implementation 
date  is  projected  to  be  first  quarter  FY  1994. 

The  Department  has  entered  into  further  discussion  with  the 
Health  Care  Financing  Administration  regarding  joining  with  their 
plans  for  a  national  health  care  transactions  processing  system. 
These  discussions  will  be  influenced  by  the  President's  Health  Care 
Reform  Task  Force  plan  for  a  National  Health  Care  System. 

UNIFORMED  SERVICES  TREATMENT  FACILITIES 

Question.  Your  statement  discusses  the  Uniformed  Services 
Treatment  Facilities  (USTF)  managed  care  plan  being  implemented 
with  a  service  start  date  of  October  1,  1993.  What  is  this  managed 
care  plan  and  what  are  the  projected  costs  involved  in  its  imple- 
mentation and  funding?  Does  the  Congress  continue  to  need  a  con- 
gressional cap  on  this  program's  funding? 

Answer.  The  USTF  MCP  embodies  standard  HMO  features  in- 
cluding enrollment,  capitation  payment,  uniform  benefit  package, 
utilization  review,  quality  assurance  and  preventive  care.  The  total 
benefit  package  consists  of  a  comprehensive  benefit  package,  avail- 
able to  all  non-active  duty  beneficiaries,  which  offers  coverage 
equivalent  to  the  Standard  CHAMPUS  benefit  package  plus  pre- 
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ventive  services.  Benefits  are  defined  in  both  the  CHAMPUS  Regu- 
lation and  the  U.S.  Preventive  Medical  Task  Force  Guidelines  de- 
veloped by  the  Department  of  Health  and  Human  Services.  To  ac- 
commodate the  expanded  level  of  services,  satellite  facilities  will  be 
permitted  under  the  MCP  as  part  of  USTF's  service  delivery  net- 
work. Military  treatment  facility  (MTF)  commanding  officers  will 
be  encouraged  to  use  preferred  provider  arrangements  with  the 
USTFs  when  MTF  care  is  not  available. 

The  DoD  projected  costs  involved  in  the  plan's  implementation 
FY94  are  $196.6  million.  A  congressional  cap  on  the  USTF  program 
funding  is  recommended  to  contain  costs.  The  USTF  program's 
budget  has  grown  from  $126.3  million  in  1987  to  $230  million  in 
FY  93. 

Question.  How  are  USTFs  (former  Public  Health  Service  Hospi- 
tals) going  to  be  designated  in  new  CRI  or  regional  at-risk  contract 
sites?  Will  they  be  deemed  military  hospitals? 

Answer.  The  USTFs  will  retain  their  current  designation  as  fa- 
cilities of  the  Uniformed  Services  as  contained  in  Section  911  of 
P.L.  97-99. 

They  will  not  be  deemed  military  hospitals  but  will  retain  their 
special  status  designation  "To  be  a  facility  of  the  Uniformed  Serv- 
ices for  purposes  of  Chapter  55  of  Title  10,  U.S.C." 

MEDICAL  RESEARCH 

Question.  The  Appropriations  conferees  provided  $1,000,000  for 
an  inflatable  intravenous  membrane  oxygenator  research  program. 
What  is  the  status  of  this  funding? 

Answer.  Funding  for  this  program  has  been  released  to  the  Army 
for  execution. 

Question.  The  President's  Budget  continues  to  allow  the  Services 
to  perform  their  own  medical  research  and  did  not  consolidate  this 
funding  in  the  Defense  Health  Program  budget.  Does  it  make  sense 
to  allow  each  Service  to  have  its  own  medical  research  program? 

Answer.  Yes,  each  Service  should  have  its  separate  medical  re- 
search program  to  allow  each  Service  to  address  unique  mission- 
oriented  medical  research  requirements.  The  FY94  Defense  Health 
Program  consists  of  an  Operation  and  Maintenance  account  and  a 
Procurement  account  both  of  which  support  health  care  services. 
In  the  FY93  Amended  President's  Budget  request  the  medical  re- 
search programs  were  part  of  the  Defense  Health  Program  appro- 
priation. However,  in  the  FY93  Appropriation  Act,  Congress  re- 
moved the  medical  research  programs  from  the  Defense  Health 
Program  appropriation  and  returned  them  to  the  Services.  There 
is,  however,  centralized  DoD  management  oversight  of  all  medical 
research  programs  provided  by  the  Armed  Services  Biomedical  Re- 
search Evaluation  and  Management  (ASBREM)  Committee.  The 
Committee  is  chaired  by  the  Director  of  Defense  Research  and  En- 
gineering and  co-chaired  by  the  Assistant  Secretary  of  Defense  for 
Health  Affairs  and  is  an  excellent  example  of  Joint  Service  pro- 
gram coordination. 

HEALTH  CARE  DEMONSTRATION  PROJECTS 

Question.  Last  year,  the  Appropriations  Conferees  directed  DoD 
to  implement  the  following  health  care  projects  to  improve  per- 
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ceived  shortfalls  identified  to  both  Committees.  Would  you  give  us 
a  brief  status  of  each  project? 

Answer.  St.  Francis  Physician  Assistant  Demonstration  Projec- 
tion— The  Department's  implementation  of  the  demonstration 
project  began  in  August  1992  with  the  initial  enrollment  of  mili- 
tary students  in  the  St.  Francis  physician  assistant  program.  By 
mutual  consent  of  St.  Francis  officials  and  the  Military  Services, 
DoD  enrollees  in  the  Fall  1992  class  were  small;  two  Navy  Junior- 
level  students  in  the  baccalaureate  program  and  12  Army  student 
in  their  new  masters  program.  In  Spring  1993,  two  Air  Force 
Junior-level  and  four  Army  graduate  students  were  added;  two 
graduate  students  disenroUed.  The  Army,  Executive  Agent  for  co- 
ordinating program  implementation,  projects  a  Fall  1993  enroll- 
ment of  10  new  Junior  student  from  the  three  Services  and  11 
more  Army  graduate  students.  As  required  in  the  Congressional  di- 
rective, evaluation  of  the  demonstration's  effectiveness  in  prepar- 
ing military  physician  assistants  has  begun  and  FY  1994  funding 
for  the  program  was  included  in  the  Administration  budget  recent- 
ly provided  to  the  Congress. 

Answer.  The  Defense  and  Veterans  Head  Injury  Program 
(DVHIP)  was  established  in  February  1992  in  response  to  a  direct 
appropriation  in  the  DoD  Health  Budget  for  FY92,  to  find  solutions 
to  the  problem  of  Traumatic  Brain  Injury  (TBI)  in  the  military  and 
Department  of  Veterans  Affairs  (DVA).  There  are  over  10,000 
peacetime  TBI  hospitalizations  in  DoD  and  DVA  hospitals  each 
year.  The  key  features  of  the  program  are:  the  establishment  of  a 
DoD/DVA  TBI  patient  registry  and  tracking  system;  establishment 
of  a  national  network  of  TBI  centers  at  major  military  and  DVA 
hospitals;  establishment  of  a  standardized  patient  outcome  evalua- 
tion program  at  each  of  these  centers;  and  collaboration  with  the 
National  Head  Injury  Foundation  (NHIF).  At  present,  the  DVHIP 
includes  seven  regional  military  and  DVA  TBI  Centers  and  a  cen- 
tral office  coordinating  patient  tracking,  study  design,  data  collec- 
tion and  analysis.  These  centers  include:  Walter  Reed  Army  Medi- 
cal Center  (WRAMC),  Wilford  Hall  USAF  Medical  Center,  and  San 
Diego  Naval  Medical  Center,  Palo  Alto  VAMC,  Tampa  VAMC, 
Minneapolis  VAMC,  and  Richmond  VAMC.  The  TBI  Registry  is 
being  piloted  at  these  seven  centers;  over  250  patients  have  been 
entered  to  date.  An  interim  update  of  DVHIP  activities  was  sub- 
mitted to  Congress  in  February  1993. 

Answer.  Mt.  Aloysius  Nursing  Demonstration. — As  the  Army 
Surgeon  General  I  can  speak  of  our  involvement  with  the  St.  Fran- 
cis Physician  Demonstration  Project,  the  Mt.  Aloysius  Nursing 
Demonstration,  and  the  National  Environmental  Training  Center 
for  Lyme  Disease. 

The  FY92  National  Defense  Appropriations  Act  targeted  $2.5 
million  to  establish  a  demonstration  program  to  train  military  per- 
sonnel as  physician  assistants  (PAs)  at  St.  Francis  College  in  Lor- 
etto,  Pennsylvania.  An  additional  appropriation  of  $1  million  in  FY 
93  was  to  continue  the  program.  The  entry-level  baccalaureate 
(B.S.)  program  includes  two  years  of  general  liberal  arts  and  pre- 
paratory science  studies  at  the  college  followed  by  a  clinical  practi- 
cum  phase  at  respective  military  service  medical  treatment  facili- 
ties. Two  U.S.  Navy  personnel  were  enrolled  in  the  entry  level  B.S. 
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program  in  September  1992,  two  U.S.  Air  Force  personnel  in  Janu- 
ary 1993.  The  number  of  new  enrollments  will  be  capped  at  ten  to 
ensure  an  ideal  student/ instructor  ratio  at  the  college. 

The  college  also  has  a  Master  of  Medical  Science  Program  initiat- 
ed in  October  1992.  Twelve  U.S.  Army  personnel  were  enrolled  in 
the  M.M.S.  program  in  October  1992;  four  additional  PAs  enrolled 
in  February  1993.  Twelve  Army  PAs  are  anticipated  to  start  the 
M.M.S.  program  in  the  Fall  of  this  FY. 

Both  the  B.S.  and  M.M.S.  programs  will  be  evaluated  throughout 
the  implementation  of  the  demonstration.  Program  assessment  will 
focus  on  the  following  areas  common  to  both  programs:  Institution- 
al support,  program  resources,  compatibility  of  mission  and  pro- 
gram philosophy,  curriculum,  program  evaluation  process,  compat- 
ibility of  service  needs  with  existing  DoD  programs.  The  M.M.S. 
program  will  be  further  evaluated  for  it's  weekend  program 
format.  Site  visits,  interviews  and  visits  to  clinical  sites  will  be  con- 
ducted to  assess  program  effectiveness.  An  important  B.S.  program 
evaluation  will  begin  in  the  third  quarter  of  FY93  to  determine 
how  well  entry  level  PAs  integrate  into  their  respective  service  PA 
program  clinical  phase  practicum  following  the  didactic  phase  of 
studies  at  St.  Francis. 

The  Mt.  Aloysius  Nursing  Demonstration  has  not  been  imple- 
mented. Congressional  intent  was  to  send  personnel,  who  were 
being  separated  from  the  service,  through  the  two  year  Associate 
Science  Degree  program  at  Mt.  Aloysius  so  that  they  could  be  ap- 
pointed in  the  United  States  Reserve.  The  active  component  does 
not  commission  nor  does  it  have  a  need  for  nurses  with  the  associ- 
ate degree.  A  legal  review  of  the  demonstration  by  the  Office  of  the 
Army  Judge  Advocate  General  and  the  Office  of  the  Army  General 
Counsel  determined  that  a  legislative  basis  for  such  a  program  does 
not  currently  exist.  My  staff  is  presently  working  with  the  commit- 
tee to  consider  what  legislation  is  required  in  order  to  implement 
such  a  program  in  FY  1994. 

The  National  Environmental  Training  Center  for  Lyme  Disease 
is  on  track  for  implementation.  The  Contracting  Office,  U.S.  Army 
Medical  Research  and  Development  Command  has  developed  a 
statement  of  work  describing  what  must  be  done  by  the  successful 
applicant.  The  Contracting  Office  will  appoint  a  source  selection 
board  to  evaluate  proposals  based  on  the  merit  and  ability  of  the 
bid  to  meet  the  standards  within  the  statement  of  work.  This  board 
will  include  Lyme  disease  experts  and  is  expected  to  make  a  selec- 
tion by  July  of  this  year  with  award  of  the  contract  soon  after- 
wards. 

Answer.  National  Environmental  Training  Center  for  Lyme  Dis- 
ease.— The  FY93  Conference  Committee  Report  provided  $846k  to 
establish  a  National  Environmental  Training  Center  for  Lyme  Dis- 
ease. A  proposal  Evaluation  Board  met  on  February  5,  1993,  to  de- 
termine if  an  unsolicited  proposal  met  the  requirements  for  other 
than  full  and  open  competition.  It  was  the  opinion  of  the  Board 
that  the  unsolicited  proposal  did  not  meet  the  requirements.  The 
Board  recommended  that  proposals  be  solicited  through  full  and 
open  competition  for  award  to  an  outside  institution  pursuant  to 
Conference  Report  102-1015.  A  memorandum  from  the  Acting  As- 
sistant Secretary  of  Defense  (Health  Affairs)  to  the  Acting  Secre- 
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tary  of  the  Army  requested  that  the  Army,  the  DoD  Executive 
Agent  for  Lyme  Disease,  issue  a  Request  for  Proposal,  and  award  a 
contract  pursuant  to  H.R.  102-1015,  page  152.  Attached  to  the 
memorandum  was  a  letter  from  Chairman  Murtha  which  provided 
additional  clarification  on  the  intent  of  the  House  Appropriations 
Committee.  The  announcement  of  the  RFP  was  published  in  the 
Commerce  Business  Daily  on  March  16,  1993.  The  closing  date  for 
reply  was  April  9,  1993.  Forty-eight  organizations  responded  to  the 
announcement  and  requested  copies  of  the  RFP.  The  RFP  was 
issued  on  May  20,  1993.  The  evaluation  of  proposals  and  subse- 
quent award  will  be  executed  in  an  expedient  manner. 

Answer.  Molecular  Biology  Institute. — The  $7.5M  for  the  Molecu- 
lar Biology  Institute  was  released  to  the  Defense  Health  Program 
in  April  1993.  These  funds  will  be  allocated  to  the  Department  of 
the  Air  Force,  who  will  provide  the  funds  to  the  Northeast  Region- 
al Cancer  Institute  to  establish,  equip  and  operate  a  Molecular  Bi- 
ology Institute. 

[Clerk's  note. — End  of  questions  submitted  for  the  Record.] 
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Introduction 

Mr.  Dicks.  The  Committee  will  come  to  order.  This  afternoon's 
hearing  will  address  the  Defense  Department's  environmental  res- 
toration and  compliance  program. 

Our  panel  of  witnesses  includes  the  Principal  Director,  Office  of 
the  Deputy  Assistant  Secretary  of  Defense  for  Environment,  Mr. 
Patrick  Meehan,  and  a  representative  from  each  of  the  Military 
Services  and  the  Defense  Logistics  Agency.  We  will  place  all  panel- 
ists' written  testimony  into  the  record. 

Mr.  Meehan,  if  you  would  care  to  make  a  summary  statement  for 
the  entire  panel,  you  may  at  this  time. 

Summary  Statement  of  Mr.  Meehan 

Mr.  Meehan.  Thank  you.  I  am  pleased  to  be  here  to  discuss  the 
Department  of  Defense  environmental  program.  It  represents  a 
new  beginning  and  specifically  the  thoughts  of  the  new  Clinton  Ad- 
ministration team. 

We  in  Defense  look  forward  to  working  closely  with  this  Commit- 
tee to  build  new  partnerships  to  meet  our  environmental  responsi- 
bilities in  as  efficient  a  manner  as  possible.  This  afternoon  I  will 
cover  each  of  our  primary  program  areas:  Cleanup,  compliance, 
conservation,  pollution  prevention,  and  research  and  development. 

DOD  has  had  a  formal  Defense  Environmental  Restoration  Pro- 
gram in  place  since  1984.  Through  fiscal  year  1993,  you  have  appro- 
priated almost  $6.5  billion  to  help  the  Department  overcome  envi- 
ronmental contamination. 

As  of  September  30,  1992,  however,  the  number  of  sites  that  have 
been  cleaned  up  number  only  416.  This  fact  does  not  mean  that  the 
Military  Departments  are  not  working  hard. 

Mr.  Dicks.  Is  that  416  completely  cleaned  up? 

Mr.  Meehan.  Yes,  sir. 
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Mr.  Dicks.  That  is  better  than  last  year's  number.  What  was  it 
last  year? 

Mr.  Meehan.  It  was  380.  I  can  provide  that  for  the  record. 
[The  information  follows:] 
As  of  September  30,  1991  the  number  of  sites  cleaned  up  was  372. 

Mr.  Meehan.  So  the  Services  are  indeed  working  hard  and  that 
does  not  mean  that  no  progress  has  been  made.  They  will  give  you 
examples  of  the  good  work  they  are  doing  at  many  of  the  installa- 
tions. 

There  is  no  question,  however,  that  we  simply  have  to  change 
the  way  we  do  business  if  we  are  to  make  real  progress  more  quick- 
ly. That  change  will  come  as  we  focus  more  effort  on  the  use  of  in- 
terim measures  to  reduce  public  health  hazards  at  environmental 
"hot  spots"  and  as  we  structure  an  environmental  research  and  de- 
velopment program  to  target  our  most  pressing  needs. 

Perhaps,  most  importantly  though,  is  the  need  to  change  the  way 
we  involve  other  major  stakeholders  in  this  effort — you,  the  Con- 
gress, both  State  and  Federal  regulators,  industry,  and  the  public 
in  the  decision-making  process.  The  ultimate  determinant  of  our 
success  will  be  how  effectively  we  can  form  new  environmental 
partnerships  with  these  vital  constituencies. 

Our  request  in  fiscal  year  1994  is  $2.3  billion  for  cleanup.  The 
largest  increases  are  the  amount  for  remedial  design  and  remedial 
action — the  actual  cleanup  phase. 

It  includes  interim  remedial  actions  which  have  more  than  dou- 
bled from  499  estimated  for  fiscal  year  1993  to  over  1,053  estimated 
for  fiscal  year  1994.  The  estimated  amounts  for  remedial  design 
and  remedial  action  in  fiscal  year  1994  is  $1.3  billion,  compared  to 
$472  million  for  fiscal  year  1993. 

Many  of  our  accomplishments  are  possible  because  of  the  flexibil- 
ity you  give  us  to  use  funds  for  emergent  requirements. 

We  have  this  flexibility  because  the  funds  are  not  appropriated 
on  a  line-item  basis  nor  earmarked  for  specific  projects.  While  it 
may  be  frustrating  for  people  concerned  with  cleanup  at  a  given 
installation  only  to  get  estimated  investments  as  opposed  to  fund- 
ing certainties,  flexibility  to  reallocate  revenues  within  the  pro- 
gram total  is  needed  to  address  unforeseen  emergencies,  the  uncer- 
tainties in  the  process  associated  with  results  of  RI/FS  that  may 
dictate  more  testing,  and  unpredictable  regulator  decisions. 

While  cleanup  deals  with  the  past,  the  compliance  program  deals 
with  the  present — the  way  we  comply  with  current  laws  and  regu- 
lations and  whatever  future  laws  and  regulations  may  develop  to 
prevent  contamination. 

The  portion  of  the  budget  dedicated  to  environmental  compliance 
is  almost  $2.5  billion  for  fiscal  year  1994 — a  real  growth  of  6  percent 
over  fiscal  year  1993  estimates. 

Clearly,  this  increased  investment  demonstrates  that  the  compli- 
ance challenge  is  being  addressed.  In  fact,  some  preliminary  indica- 
tions from  the  Environmental  Protection  Agency  are  that  recent 
compliance  rates  in  DOD  are  now  equivalent  to  or  perhaps  better 
than  the  private  sector. 
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CONSERVATION  PROGRAM 


The  next  main  area  of  the  Department's  environmental  program 
I  would  like  to  discuss  is  conservation.  The  Department  is  steward 
for  25  million  acres  of  public  land  representing  all  of  our  country's 
major  land  types  and  containing  endangered  ecosystems  and  spe- 
cies, irreplaceable  historic  and  archaeological  sites,  and  many  other 
important  natural  and  cultural  resources.  For  many  years,  DOD 
had  had  well-defined  land  management  maintenance  and  fish  and 
wildlife  programs.  These  programs  include  forestry  management 
and  agricultural  outleases  which  benefit  the  public  as  well  as  DOD. 

A  new  initiative,  the  Legacy  Resource  Management  program, 
was  established  in  fiscal  year  1991  to  enhance  the  management  of 
these  resources.  The  Department's  request  for  these  programs,  with 
one  exception,  is  included  in  the  $2.5  billion  for  compliance. 

This  exception  is  the  Legacy  program.  It  is  separate  from  the 
other  areas  of  conservation,  and  is  budgeted  at  $10  million  in  fiscal 
year  1994. 

Pollution  prevention  is  perhaps  the  most  vital  pillar  of  our  envi- 
ronmental programs.  Although  change  is  important  in  our  other 
environmental  programs,  pollution  prevention  is  critical  and  in- 
cludes modifying  equipment,  technologies,  and  processes,  redesign- 
ing products,  and  substituting  materials. 

Pollution  prevention  is  preventive  medicine  for  the  environment; 
it  reduces  future  liabilities  and  cost,  and  hits  environmental  issues 
"upfront." 

As  a  result  of  previous  efforts,  the  Department  reduced  the 
amount  of  hazardous  waste  disposal  by  54  percent  between  1987 
and  1991 — one  year  ahead  of  our  original  five-year,  five  percent  goal. 

Thus,  while  hazardous  waste  disposal  costs  for  industry  rose  by 
600  percent  between  1987  and  1991,  our  costs  went  up  by  only  100 
percent  because  of  the  managed  reduction  in  hazardous  waste 
volume. 

However,  since  disposal  costs  are  likely  to  continue  to  escalate, 
we  need  to  do  more  and  do  it  more  quickly. 

Underpinning  each  of  the  environmental  program  areas,  there 
must  be  a  strong  environmental  technology  program.  We  intend  to 
focus  our  efforts  in  three  areas,  all  of  which  are  underway,  but 
need  a  heightened  emphasis  and  an  approach  that  can  cut  through 
rigid  structures  and  the  archaic  stovepipe  ways  of  getting  things 
done. 

We  will  seek  out  ways  to  encourage  innovation,  integrate  user 
environmental  research  and  development  requirements;  use  the 
Strategic  Environmental  R&D  program  structure  more  effectively, 
and  most  importantly,  aggressively  strengthen  partnerships  with 
regulators.  States,  industry,  and  the  public  to  get  support  for  tests 
and  fielding  of  innovative  technologies. 

Our  three  focus  areas  are  the  Environmental  Technology  Strate- 
gic Plan,  the  SERDP,  and  the  Joint  Federal/Western  State  R&D 
initiative. 

An  important  dynamic  in  overseas  environmental  management 
is  drawdown  of  our  military  bases  overseas.  To  date,  we  have  re- 
turned 704  installations  to  host  nations. 
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We  will  strive  to  achieve  twin  goals  at  overseas  bases:  Ensuring 
sound  environmental  management,  and  securing  adequate  cost- 
sharing  from  host  nations. 

We  are  committed  to  the  cleanup  and  fast  return  of  installations 
slated  for  closure  in  the  United  States.  Our  goal  is  to  get  closing 
installations  or  portions  thereof  back  to  productive  use  as  quickly 
as  possible. 

To  accomplish  this  goal,  we  are  proceeding  down  as  many  paths 
as  we  can.  Our  major  initiatives  include  team  building  with  EPA, 
State  and  local  regulators,  the  local  communities  and  other  stake- 
holders. 

We  are  issuing  guidance  to  expedite  the  transfer,  by  deed  and/or 
lease,  of  closure  properties  to  future  recipients  and  to  promote 
future  economic  development  and  reuse. 

In  closing,  Mr.  Chairman,  I  want  to  emphasize  the  Department's 
commitment  to  the  environment.  We  intend  to  lead  the  way  to 
better  environmental  security.  As  a  measure  of  that  commitment, 
we  are  requesting  over  $5  billion  for  environmental  efforts  in  fiscal 
year  1994. 

We  are  reviewing  the  process  by  which  we  develop  our  environ- 
mental requirements  to  make  sure  we  are  fulfilling  our  legally 
mandated  requirements  and  to  verify  cost  estimates,  cost  effective- 
ness of  selected  projects,  and  savings  estimates  from  proposed  man- 
agement improvements.  This  review  will  ensure  we  are  getting  the 
best  return  on  our  investment  and  help  us  contain  the  cost  of  the 
program  in  future  years. 

This  budget  reflects  our  commitment  to  be  a  vital  member  of  the 
environmental  team.  As  active,  welcome  members  of  that  team,  I 
urge  your  support  for  this  request.  I  will  be  happy  to  work  with 
you  and  will  respond  to  any  questions  you  may  have  at  this  time. 

Mr.  Dicks.  I  appreciate  your  very  positive  statement  and  the 
Committee  does  look  forward  to  working  with  you  on  these  chal- 
lenges. 

[The  statement  of  Mr.  Meehan  follows:] 
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Dear  Mr.  Chairman: 

It  is  a  pleasure  for  me  to  be  here  to  discuss  with  you  the 
Department  of  Defense  environmental  program.  We  in  Defense  look 
forward  to  worlcing  closely  with  this  comnittee  to  build  new 
environmental  partnerships  to  meet  our  environmental  responsibilities 
in  our  four  major  program  areas.   I  will  speak  briefly  to  you  this 
afternoon  about  each  of  these  areas:   cleanup,  con^liance, 
conservation,  and  pollution  prevention. 

CI£ANOP 

DoD  has  had  a  formal  Defense  Environmental  Restoration  Program  in 
place  since  1984.   Through  FY  1993,  you  have  appropriated  almost  $6.5 
billion  to  help  the  Department  overcome  its  legacy  of  environmental 
contamination.  As  of  September  30,  1992,  however,  the  number  of 
sites  that  have  been  actually  cleaned  up  number  only  416.   This  fact 
does  not  mean  that  the  Military  Departments  are  not  working  hard  or 
that  no  progress  has  been  made.   In  fact,  they  will  give  you  exainples 
of  the  good  work  they  are  doing  at  many  installations. 

There  is  no  question,  however,  that  we  simply  have  to  change  the 
vay   we  do  business  if  we  are  to  make  real  progress  more  quickly. 
That  change  will  come  as  we  focus  more  effort  on  the  use  of  interim 
measures  to  reduce  public  health  hazards  at  environmental  "hot 
spots";  as  we  structure  an  environmental  research  and  development 
program  to  target  our  most  pressing  needs;  and  as  we  put  more  senior 
management  attention  on  contracting  techniques,  project  management 
approaches,  and  regulatory  impediments  to  test,  measure,  refine,  and 
apply  successes  to  the  cleanup  program.   Perhaps  most  importeuitly, 
though,  is  the  need  to  change  the  way  we  involve  the  other  major 
stakeholders  in  this  effort  -  you,  the  Congress,  the  regulators,  both 
state  and  Federal,  industry,  and  the  public  in  the  decision  making 
process.   The  ultimate  determinant  of  our  success  will  be  how 
effectively  we  can  form  new  environmental  partnerships  with  these 
vital  constituencies. 

Let  me  turn  to  our  FY  1994  request  for  cleanup.   The  Defense 
Environmental  Restoration  Program  is  funded  through  the  central 
Defense  Environmental  Restoration  Accovint  (DERA)  .   Funds  are 
transferred  from  this  account  to  the  DoD  Components  to  fund 
restoration  activities . 

Our  DERA  request  in  FY  1994  is  $2.3  billion.   This  amount  is 
required  to  fund  the  legally  mandated  requirements.   The  program 
investment  is  an  88%  real  growth  over  the  FY  1993  appropriation  of 
$1.2  billion. 
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The  largest  increase  in  our  FY  1994  request  is  the  amount  for 
Remedial  Design  and  Remedial  Action — the  actual  cleanup  phase.   The 
number  includes  interim  remedial  actions  and  has  more  than 
doubled  from  499  in  FY  1993  to  over  1,053  in  FY  1994.  The  amount 
requested  for  Rmnedial  Design  and  Remedial  Action  in  FY  1994  is 
$1.3  billion,  coo^kared  to  $472  million  estimated  for  FY  1993.   In 
all,  this  is  by  far  the  largest  portion  of  the  FY  1994  request, 
making  up  about  55%. 

The  $1  billion  balance  supports  the  studies  needed  before  we  can 
do  the  actual  cleanup,  management  costs  to  oversee  the  program  and 
some  quick  payback  research  cuid  development  technology  to  help  us 
cleanup  more  quicldy  for  less  cost. 

Many  of  our  acccoplishments  in  the  Defense  Environmental 
Restoration  Program  are  possible  because  of  the  flexibility  to  use 
DERA  funds  for  emergent  requirements.   We  have  this  flexibility 
because  the  funds  are  not  appropriated  on  a  line  item  basis  nor 
earmarked  for  specific  projects. 

Imagine  what  would  have  happened  at  the  Spring  Valley  site  here 
in  Washington  last  winter  without  the  flexibility  to  adjust  planned 
use  of  DERA  funds  to  respond  to  this  emergency.  As  I'm  sure  you 
know,  several  live  chemical  artillery  projectiles  were  unearthed 
during  construction  in  a  housing  area.   The  Army,  under  the  formerly 
used  defense  sites  (FUDS)  program — using  DERA  fxinds — effectively 
removed  the  threat  to  the  people  who  live  around  this  area. 
Eventually,  over  140  artillery  projectiles  were  safely  removed. 

Although  most  cases  are  not  as  dramatic,  the  restoration  process 
is  very  dynamic  and  without  the  authority  to  respond  to  changing 
situations,  the  restoration  program  could  be  slowed  even  further.   So 
I  urge  you  to  resist  the  natural  tendency  to  earmark  our  funds  to 
specific  projects. 


CCMPLIANCE 

While  cleanup  deals  with  the  past,  the  con^liance  program  deals 
with  the  present — the  way  we  coolly  with  current  laws  and  regulations 
to  prevent  contamination.   Ccnpliance  enccopasses  air  and  water 
permits  to  operate  our  installations  on  a  daily  basis,  repairs  to 
keep  environmental  treatment  facilities  in  good  operating  order,  and 
construction  to  meet  new  standards  and  increased  capacity. 
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Coo^liance  also  includes  protection  of  endangered  species, 
wetlands,  and  other  natural  and  cultural  resources.   The  Department 
teJces  each  of  these  areas  into  account  continually  when  ira  train, 
design  facilities,  and  plan  for  bases  that  are  closing. 

Our  goal  is  to  achieve  full  and  sustained  ccaapliance  with  all 
legal  environmental  requirements;  it's  a  great  challenge.   This 
challenge  arises  from  the  variety  and  scope  of  DoD  installations  and 
activities,  the  growth  and  ccacplexi.ty   of  Federal,  state,  and  local 
requirements,  and  deadlines  which  do  not  coincide  with  the  lengthy 
budget  cycle. 

The  portion  of  the  budget  dedicated  to  Environmental  Coopliance 
is  almost  $2.5  billion  for  FY  1994 — a  real  growth  of  6%  over  FY  1993 
estimates  of  $2.3  billion.   The  Department  continues  to  migrate  funds 
into  ccnipliance  in  excess  of  amotints  included  in  our  budget 
estimates.   Our  current  estimate  for  FY  1993  is  over  $500  million 
higher  than  predicted  one  year  ago.   That  reflects  both  our 
commitment  to  environmentally  sound  practices  and  the  growth  in  the 
new  requirements  levied  on  our  installations  outside  of  the  budget 
cycle. 

Clearly,  this  increased  investment  demonstrates  that  the 
coopliance  challenge  is  being  addressed.   In  fact,  some  preliminary 
indications  from  the  Environmental  Protection  Agency  are  that  recent 
compliance  rates  in  DoD  are  now  equivalent  to  or  perhaps  better  than 
the  private  sector.   However,  there  is  still  tineasiness  among 
regulators  and  environmental  groups  about  the  Department's 
commitment.   We  are  looking  for  fresh  ways  to  resolve  this  \measiness 
and  the  frustration  that  often  results  from  a  state  regulator  having 
to  deal  with  installations  from  four  Military  Services  each  of  which 
may  take  a  different,  sometimes  conflicting,  approach  to  dealing  with 
the  state. 

For  example,  we  can  build  more  effective  partnerships  with  states 
by  establishing  regional  environmental  offices  to  in^rove  liaison 
with  EPA  and  state  regulators,  provide  more  uniform  direction  at  the 
regional  level,  reduce  redundancy  among  the  Services  in  monitoring 
EPA  and  state  regulatory  developments,  and  develop,  with  the 
regulators,  consistent  methods  for  ensuring  cco^liance.   So,  our 
concept  of  new  environmental  partnership  includes  new  ways  of  doing 
business  among  the  Office  of  the  Secretary  of  Defense  and  the 
Military  Departments. 

Since  many  of  our  notices  of  violation  result  from  administrative 
deficiencies,  we  need  to  improve  the  technical  knowledge  of  the  DoD 
enployees  whose  tough  challenge  is  to  deal  with  the  very  con^lex 
environmental  regulations  on  a  daily  basis.   We  are  making  good 


219 


strides  in  developing  an  integrated  training  plan  to  meet  that 
challenge . 

However,  our  training  plan  will  extend  beyond  just  the 
environmental  conimunity  to  reach  the  <^>erators,  the  maintainers,  and 
the  purchasers.   We  will  build  on  the  strength  within  each  of  the 
Departments  and  use  the  capabilities  in  the  academic  ccnmunity  to 
ensure  that  we  train  our  worlcforce  efficiently  to  a  uniform  standard 
of  quality. 


CatiSEBVATiatl 

The  next  main  area  of  the  Department's  Environmental  program  I'd 
like  to  discuss  is  Conservation.   The  Department  is  steward  for  25 
million  acres  of  public  land  representing  all  of  our  country' s  major 
land  types  and  containing  endangered  ecosystems  and  species, 
irreplaceable  historic  and  archeological  sites,  and  many  other 
in^>ortant  natural  and  cultural  resources.   We  face  a  challenging  task 
protecting  and  enhancing  the  quality  of  these  resources  while 
supporting  the  military  mission. 

For  many  years  DoD  has  had  well  defined  land  maintenance  and  fish 
and  wildlife  programs .   These  programs  include  forestry  management 
and  agricultural  outleases  which  benefit  the  public  as  well  as  DoD. 
Today,  these  programs  devote  at  least  $30  million  annually  (including 
$10-15  million  in  compliance)  to  the  identification  and  protection  of 
soils,  wetlands,  plants,  animals,  habitat,  ecosystems,  historic 
buildings  and  objects,  archeological  sites  and  artifacts,  and 
traditional  places.   Our  integrated  natural  resource  management  pleuis 
include  land,  forest,  fish  and  wildlife,  and  outdoor  recreation 
coa^>onents . 

A  new  initiative,  the  Legacy  Resource  Management  Program,  was 
established  in  FY  1991  to  enhance  the  management  of  these  resources. 
Legacy  en^hasizes  identifying  resources,  evaluating  their 
significance  within  the  contexts  of  natural  and  cultural  resources 
values  such  as  biodiversity  and  historic  interpretation,  and 
developing  more  effective  techniques  for  restoration,  preservation, 
and  conservation  while  integrating  the  objectives  of  the  military 
mission.   Legacy  is  helping  DoD's  Conservation  program  reduce  costs, 
inprove  effectiveness,  and  enhance  pijblic  awareness  while  providing 
sound  stewardship  for  our  natural  and  cultural  resources. 

The  Conservation  program  must  continue  to  look  to  the  future  to 
protect  our  natural  and  cultural  resources  for  future  generations. 
Threatened  and  endangered  species,  habitats,  and  cultural  resources 
must  be  protected.   We  will  give  highest  priority  to  programs  and 
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projects  that  reduce  the  chances  of  losing  these  irreplaceable 
resources . 

A  lasting  program  requires  continued  commitment  from  top 
management  and  understanding  from  people  throughout  the  organization. 
He  will  continue  to  promote  a  conservation  ethic  throughout  the 
Department  and  provide  public  information  and 

access  programs.  We  will  continue  to  welcome  the  general  public  on 
our  IcUids  to  enjoy  these  resources  wherever  feasible.  He  will  also 
promote  access  for  scientific  research. 

The  Department's  FY  1994  request  for  these  programs,  %n.th  one 
exception,  is  included  in  the  $2.5  billion  for  conpliance.  The 
Z<egacy  program  is  separate  from  the  other  areas  of  conservation,  and 
the  budget  request  is  $10  million  in  FY  1994. 


POLLUTION  PREVENTION 

Pollution  prevention  is  the  most  vital  pillar  of  our 
environmental  programs .  Although  change  is  important  in  our  other 
environmental  programs,  pollution  prevention  is  change  and  includes 
modifying  equipment  and  technologies,  modifying  processes, 
redesigning  products,  and  substituting  materials.  Pollution 
prevention  is  preventive  medicine  for  the  environment;  it  reduces 
future  liabilities  and  it  reduces  cost. 

As  a  result  of  previous  efforts,  the  Department  has  reduced  the 
amoiint  of  hazardous  waste  it  generates.   Thus,  while  hazardous  waste 
disposal  costs  for  industry  rose  by  600%  between  1987  and   1991,  DoD's 
costs  went  up  by  only  100%  because  of  the  managed  reduction  in 
hazardous  waste  vol\mie.   However,  since  disposal  costs  are  likely  to 
continue  to  escalate,  we  need  to  do  more  and  do  it  more  quicldy. 

He  will  look  to  forming  partnerships  with  industry  and  the 
research  and  development  community  to  eliminate  or  reduce  the  use  of 
substances  harmful  to  the  environment;  we  will  team  with  the 
acquisition  community  to  better  capture  the  life  cycle  environmental 
costs  in  manufacturing,  operating,  and  ultimately  disposing  of  new 
weapons  systems;  and,  we  will  consider  pollution  prevention  as  a 
con^liance  activity,  where  appropriate.   I  am  confident  that  the 
technical  talent  that  exists  in  DoD  can  be  directed,  in  conjunction 
with  others,  throughout  the  Federal  gove:cimient  and  elsewhere  to 
achieve  real  successes  in  this  area. 
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ENVIRONMENTAL  TECHNOLOGY 

Underpinning  each  of  the  environmental  program  areas  there  must 
be  a  strong  environmental  technology  program.  He  intend  to  focus  our 
efforts  in  three  areas,  all  of  which  are  underway  but  need  a 
heightened  enphasis  and  an  approach  that  can  cut  through  rigid 
structures  and  stovepipe  ways  of  getting  things  done.  We  will  seek 
out  ways  to  encourage  innovation,  integrate  user  enviroimiental 
research  and  development  requirements;  use  the  Strategic 
Environmental  R&D  Program  (SERDP)  structure  more  effectively;  and, 
most  iiqsortantly,  aggressively  strengthen  partnerships  with 
regulators,  states,  and  the  public  to  get  support  for  tests  and 
fielding  of  innovative  technologies. 

Our  three  focus  areas  are  the  Environmental  Technology  Strategic 
Plan,  the  SERDP,  and  the  Joint  Federal/Western  State  R&D  Initiative. 

POD  Environmental  Technology  Strategic  Plan 

The  Environmental  Technology  Strategic  Plan  represents  the  first 
time  we  have  assembled  a  cooprehensive  assessment  of  environmental 
technology  requirements  and  our  initial  technical  approach  to  solve 
them.   This  effort  will  help  DoD  achieve  future  environmental  goals 
and  objectives  faster,  better  and  cheaper.   DoD  is  starting  to  look 
at  "dual  use  technologies"  within  our  oim  technology  base.   The 
payoff  to  environmental  problem-solving  has  the  potential  to  vastly 
in^rove  our  performance,  as  well  as  contribute  to  the  economic 
ccii^>etitiveness  in  the  world  market  place  by  our  private  sector 
partners . 

Strategic  Environmental  Research  and  Development  Program 

A  major  challenge  to  DoD  and  other  federal  partners,  such  as  the 
Department  of  Energy  emd  the  Environmental  Protection  Agency,  is  how 
to  best  leverage  and  harness  the  tremendous  technical  expertise  and 
capability  available  from  federal  laboratories  and  direct  them 
towards  common  needs  in  environmental  technology  development  and 
implementation . 

DoD  is  currently  in^lementing  the  Strategic  Environmental 
Research  and  Development  Program  (SERDP) .   The  intent  of  the  program 
is  to  accelerate  the  development  and  deployment  of  technologies  to 
address  issues  such  as: 

•  Environmental  Restoration 

•  Waste  Minimization 

•  Hazardous  Waste  Substitutes 
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•  Energy 

•  Information,  enhanced  collection  capability  and 
enhanced  analytical  capability  related  to  global 
climate  change  issues 

•  Private  sector  capabilities. 

Joint  Federal /State  Western  R&D  Initiative 

DoD  with  the  Environmental  Protection  Agency,  the  Department  of 
Interior,  and  the  Western  Governor's  association  has  embarked  on  a 
partnership  to  test  ways  to  expedite  the  deployment  and  testing  of 
innovative  technologies.  A  Memorandum  of  Understanding  is  in  place 
with  the  objective  "to  establish  a  more  cooperative  approach  in  the 
development  of  technical  solutions  to  environmental  restoration  and 
waste  management  problems  shared  by  states,  ccoimercial  entities,  and 
the  Federal  government . "  This  regional  model  will  yield  imortant 
lessons  which  we  intend  to  export  to  other  regions. 

The  effort  will  build  upon  emerging  models  for  state,  federal, 
industry,  and  community  partnerships.   These  model  approaches  and 
technologies  will  lead  to  achieving  cleanup  goals  more  rapidly  and  at 
less  cost.   The  partnership  expects  that  a  spinoff  benefit  will  be  a 
stronger  and  more  cocr^>etitive  global  U.S.  environmental  technologies 
industry . 


OVERSEAS  ENVIRONMENTAL  PROGRAMS 

We  will  strive  to  achieve  twin  goals  at  overseas  bases:   ensuring 
sound  environmental  management,  and  securing  adequate  cost  sharing 
from  host  nations.   I  would  like  to  address  these  issues  separately. 

Sound  environmental  management  is  key  to  maintaining  the  health 
of  U.S.  troops,  and  the  viability  of  bilateral  relations  with  the 
host  covmtry.   DoD  is  pursuing  soiind  environmental  management  in  two 
capacities.   The  first  is  through  a  new  overseas  compliance  policy. 
The  "Overseas  Environmental  Baseline  Guidance  Document,"  issued  in 
October  1992,  established  DoD  Executive  Agents  to  determine  Final 
Governing  Standards  for  cc»npliance  in  all  countries  with  DoD 
installations.   These  standards  will  be  promulgated  only  after  a 
thorough  review  of  U.S.  laws  and  regulations,  host  nation  laws  cmd 
practices,  international  agreements  and  other  relevant  factors. 

The  second  issue  is  a  review  of  current  environmental  restoration 
policies  overseas.  A  Joint  Staff-chaired  group  is  currently 
conducting  such  a  review.   Based  on  their  cmalysis,  the  Department 
will  issue  new  policy.   The  priorities  in  issuing  new  policy  are  to 
promote  xiniformity  in  DoD  practices  regardless  of  geographic 
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location;  stress  rapid,  negotiated  agreements  with  host  governments; 
and  maximize  host  nation  burdensharing. 

An  inportant  dynamic  in  overseas  environmental  management  is 
drawdoMn  of  our  military  bases  overseas.   To  date,  we  have  returned 
704  installations  to  host  nations.  Our  environmental  policy  in  this 
regard  is  clear:  once  closure  is  announced,  we  do  not  malce  any 
investments  beyond  )cnoim  imminent  threats  to  health  and  safety.  Any 
environmental  claims  a  host  nations  wishes  to  bring  against  the  U.S. 
are  addressed  in  ensuing  residual  value  negotiations.   This  system 
has  been  tested  in  Germany,  and  we  are  pleased  with  the  efficiency  we 
have  been  able  to  achieve  in  turning  over  installations  thus  far. 

Before  leaving  the  topic  of  overseas  operations,  I  %fould  like  to 
share  some  thoughts  with  you  on  how  the  Department  might  exercise  a 
new  kind  of  environmental  security  abroad.   This  "Environmental 
Diplcnacy"  would  use  DoD' s  demonstrated  expertise  in  assessment, 
ccopliance,  and  cleanup  to  assist  nations  struggling  with  grave 
environmental  problems.   Mot  least  among  these  are  the  emerging 
democracies  of  Central  and  Eastern  Europe.   These  efforts  could 
include  demonstration  projects,  technology  sharing,  and  training  and 
military  exchanges.  Potential  benefits  are  enormous,  and  contribute 
substantially  to  U.S.  foreign  policy  and  global  environmental  policy 
goals. 


DOMESTIC  BASE  dOSDKES 

We  are  committed  to  the  cleanup  and  fast  return  of  installations 
slated  for  closure.  Our  goal  is  to  get  closing  installations  or 
portions  thereof  back  to  productive  use  as  quickly  as  possible.   To 
acccmplish  this  goal,  we  are  proceeding  down  as  many  paths  as  we  can. 
Our  major  initiatives  include  team  building  with  EPA,  state  and  local 
regulators,  the  local  ccxmnunities  and  other  stakeholders. 

We  are  issuing  guidance  to  expedite  the  transfer,  by  deed  and/or 
lease,  of  closure  properties  to  future  recipients  and  to  prcxnote 
future  economic  development  and  reuse. 

The  FY  1994  Military  Construction  budget  request  for  1988  round 
of  closures  includes  $19.8  million  for  environmental  cleanup.   That 
compares  to  $136.4  million  in  FY  1993.   The  reason  that  the  request 
declines  from  the  FY  1993  amount  is  that  unobligated  funds  from  other 
areas  of  the  account  are  available  to  execute  environmental 
requirements . 

For  the  1991  round  of  closures,  the  request  includes  $262.3 
million  for  environmental  cleanup.   This  conpares  to  $415  million  in 
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ry  1993.  Th«  TY  1994  Military  Construction  budget  r«qu*st  for  tb* 
currwat  round  of  closur«s  does  not  includ*  funds  for  •nvironowntal 
claani^. 

SQMARY 

In  closing,  I  want  to  inphasisa  tha  D^artnant's  caomitaant  to 
tha  anvironmant.  Wa  intand  to  laad  tha  way  to  battar  anvironaantal 
sacurity.  As  a  sMasura  of  that  oasnitBant,  wa'ra  raquasting  ovar  $5 
billion  for  anvironaantal  af forts  in  lY  1994.  That  is  an  incraasa  of 
20%  ovar  tha  lY  1993  amount  wfaila  tha  rast  of  tha  Dafansa  budgat 
dadinas. 

Ha  ara  raviairing  tha  prooass  by  which  wa  davalop  our 
anviroomantal  raquiranants  to  aaka  sura  wa'ra  fulfilling  our  lagally 
■andatad  raquiraoiants  and  to  vari^  cost  astinatas,  cost 
affactivanass  of  salactad  projacts,  and  savings  astinatas  fros 
proposad  BanagaoMnt  iaprov—ants .  This  raviaw  will  ansura  wa'ra 
gatting  tha  bast  raturn  on  our  invastsMnt  and  halp  us  contain  tha 
cost  of  tha  program  in  futura  yaars. 

Taamwork  is  tha  approach  for  maating  tha  anvironmantal  challangas 
ahaad  of  us.  DoD  is  a  rasponsibla  msmbsr  of  that  anvironmantal 
and  will  shara  our  axpartisa  and  solva  our  problsms  in  an  opan, 
rasponsibla  mannar. 


This  budgat  raquast  raflacts  our  ooamitmant  to  ba  a  vital 
of  tha  anvironaantal  taam.  As  activa,  walooma  awnbars  of  that 
X  urga  your  support  for  this  raquast.  X  will  ba  hiqppy  to  woric  with 
you  and  will  raspond  to  any  quastioos  you  may  hava. 
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M-2 

[The  statement  of  Mr.  Walker  follows:] 

RECORD  VERSION 

STATEMENT  BY 

LEWIS  D.  WALKER 

DEPUTY  ASSISTANT  SECRETARY  OF  THE  ARMY 

(ENVIRONMENT,  SAFETY  AND  OCCUPATIONAL  HEALTH) 

OASA(I,L&E) 


BEFORE  THE 

DEFENSE  SUBCOMMITTEE 

HOUSE  APPROPRIATIONS  COMMITTEE 

FIRST  SESSION,  103RD  CONGRESS 


REGARDING 
THE  ARMY  ENVIRONMENTAL  PROGRAM 

APRIL  20,  1993 


NOT  FOR  PUBLICATION 
UNTIL  RELEASE  BY  THE 
HOUSE  APPROPRIATIONS 
COMMITTEE 
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MR.  CHAIRMAN  AHD  MEMBERS  OF  THE  SUBCOMMITTEE: 

IT  IS  A  DISTINCT  PRIVILEGE  FOR  ME  TO  APPEAR  BEFORE  YOU  AND 
SUBMIT  THIS  WRITTEN  STATEMENT  ON  THE  ARMY  ENVIRONMENTAL  PROGRAM. 

THE  ARMY  IS  COMMITTED  TO  ENVIRONMENTAL  STEWARDSHIP.   IT  IS  A 
PROTECTOR  AND  PURVEYOR  OF  THE  FUNDAMENTAL  VALUES  SHARED  BY  THE 
AMERICAN  PEOPLE,  AND  ALWAYS  STRIVES  TO  SET  A  RESPONSIBLE  EXAMPLE 
OF  GOOD  CITIZENSHIP.   THE  ARMY  IS  UNIQUE  AMONG  THE  SERVICES  IN 
THAT  IT  HAS  BOTH  MILITARY  AND  CIVIL  RESPONSIBILITIES.   HOWEVER, 
MY  TESTIMONY  WILL  ADDRESS  ONLY  ENVIRONMENTAL  ASPECTS  OF  THE 
ARMY'S  MILITARY  PROGRAMS.   IN  MEETING  THESE  RESPONSIBILITIES,  THE 
MISSION  OF  MAINTAINING  TRAINED  AND  READY  FORCES  OF  THE  TOTAL  ARMY 
-  ACTIVE,  GUARD,  RESERVE,  AMD  CIVILIANS  -  IS  A  VITAL  COMPONENT  OF 
NATIONAL  SECURITY.   THE  ARMY  DOES  NOT  VIEW  THE  "ENVIRONMENT"  AND 
"OUR  MISSION"  AS  AN  EITHER/OR  PROPOSITION.   WHETHER  CLEANING  UP 
CONTAMINATED  SITES  OR  PROTECTING  WILDLIFE  HABITAT  ON  A  TRAINING 
RANGE,  ENVIRONMENTAL  PROGRAMS  ARE  AN  INTEGRAL  PART  OF  MISSION 
SUPPORT  COSTS  AND  ESSENTIAL  TO  PRESERVE  THE  RESOURCES  ENTRUSTED 
TO  THE  ARMY.   ARMY  POLICY  INCLUDES  GOOD  ENVIRONMENTAL  STEWARDSHIP 
ABROAD  AS  WELL  AS  AT  HOME. 

AS  THE  FORCE  CONTINUES  TO  DOWNSIZE,  OUR  BASE  STRUCTURE  ALSO 
DECLINES,  INCREASING  PRESSURE  ON  REMAINING  LAND,  AIR  AND  WATER 
RESOURCES  NECESSARY  TO  SUPPORT  THE  MISSION  OF  MAINTAINING  A 
TRAINED  AND  READY  ARMY.   THEREFORE,  THE  LEVEL  OF  ENVIRONMENTALLY 
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SUSTAINABLE  OPERATIONS,  OR  "CARRYING  CAPACITY,"  OF  OUR 
INSTALLATIONS  IS  OF  GREAT  CONCERN  TO  US.   TOUGH,  REALISTIC 
TRAINING  REMAINS  THE  CORNERSTONE  OF  READINESS.   EFFECTIVE  LAND 
MANAGEMENT  IS  NEEDED  TO  CONTINUE  PROVIDING  THIS  TRAINING  AT  THE 
HIGHEST  STANDARDS.   ANTICIPATING  AND  PLANNING  FOR  THE  MITIGATION 
OF  EFFECTS  MILITARY  ACTIVITIES  HAVE  UPON  THE  ENVIRONMENT  AND  THE 
NATURAL  AND  CULTURAL  RESOURCES  ENTRUSTED  TO  US,  WILL  CONTINUE  TO 
BE  VERY  IMPORTANT  INVESTMENTS  IN  THE  ARMY  OF  THE  FUTURE. 

IN  1992,  THE  ARMY  TOOK  TWO  MAJOR  ACTIONS  OF  FUNDAMENTAL, 
LONG-TERM  SIGNIFICANCE  TO  MEET  THESE  CHALLENGES. 

THE  FIRST  ACTION  WAS  TO  DEVELOP  A  CLEARLY  ARTICULATED  VISION 
AND  STRATEGY  OF  OUR  COMMITMENT  TO  ENVIRONMENTAL  STEWARDSHIP.   THE 
STRATEGY  WAS  SIGNED  BY  THE  SECRETARY  OF  THE  ARMY  AND  THE  CHIEF  OF 
STAFF  OF  THE  ARMY  ON  NOVEMBER  19,  1992.   THIS  DOCUMENT  STATES 
THAT  THE  ARMY'S  ENVIRONMENTAL  VISION  IS  TO  BE  "A  NATIONAL  LEADER 
IN  ENVIRONMENTAL  AND  NATURAL  RESOURCE  STEWARDSHIP  FOR  PRESENT  AND 
FUTURE  GENERATIONS  AS  AN  INTEGRAL  PART  OF  OUR  MISSION."   OUR 
COMPREHENSIVE  STRATEGY,  "THE  U.  S.  ARMY  ENVIRONMENTAL  STRATEGY 
INTO  THE  2 1ST  CENTURY,"   INCLUDES  A  STRUCTURE  AND  FRAMEWORK  TO 
MEET  GROWING  ENVIRONMENTAL  CHALLENGES  INTO  THE  NEXT  CENTURY  AND 
GOVERNS  ALL  ARMY  ACTIVITIES.   IT  DEFINES  THE  ARMY'S  LEADERSHIP 
COMMITMENT  AND  PHILOSOPHY  FOR  MEETING  PRESENT  AND  FUTURE  CHAL- 
LENGES.  THIS  STRATEGY  IS  THE  BASIS  FOR  ALL  FUTURE  PLANNING, 
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PROGRAMMING,  AND  BUDGETING  DECISIONS  FOR  THE  ARMY  ENVIRONMENTAL 
PROGRAM.   IT  TAKES  DIRECTION  FROM  THE  VISION  OF  STEWARDSHIP  AND 
CONSISTS  OF  GOALS,  OBJECTIVES  AND  AN  IMPLEMENTATION  PLAN  (OR 
EIGHT- YEAR  ACTION  PLAN  CALLED  THE  "ARMY  STRATEGY  ACTION  PLAN,  OR 
ASAP)  WHICH  CORRESPONDS  TO  THE  BUDGETING  AND  PROGRAMMING  CYCLES. 
THE  IMPLEMENTATION  PLAN  SPECIFIES  TASKS,  MILESTONES,  ORDER  OF 
EXECUTION,  RESPONSIBLE  PARTIES,  AND  ESTIMATED  COSTS  FOR  THE 
STRATEGY'S  GOALS  AND  OBJECTIVES. 

THE  ARMY'S  ENVIRONMENTAL  STRATEGY  IS  DEPICTED  AS  A  MODEL  OF 
A  BUILDING  WITH  A  FOUNDATION  AND  FOUR  PILLARS  SUPPORTING  THE 
OVERALL  VISION  OF  ENVIRONMENTAL  STEWARDSHIP.   THE  FOUR  PILLARS 
ARE:  COMPLIANCE,  PREVENTION,  CONSERVATION,  AND  RESTORATION. 
COMPLIANCE — GIVE  IMMEDIATE  PRIORITY  TO  SUSTAIN  COMPLIANCE  WITH 
ALL  APPLICABLE  ENVIRONMENTAL  LAWS;  PREVENTION— FOCUS  EFFORTS  ON 
POLLUTION  PREVENTION  TO  REDUCE  OR  ELIMINATE  POLLUTION  AT  THE 
SOURCE;  CONSERVATION — CONSERVE  AND  PRESERVE  NATURAL  AND  CULTURAL 
RESOURCES;  AND  RESTORATION— RESTORE  PREVIOUSLY  CONTAMINATED  SITES 
AS  QUICKLY  AS  FUNDS  PERMIT,  WHETHER  STILL  WITHIN  THE  DOD 
INVENTORY  (ACTIVE  AND  BRAC  SITES)  OR  NOW  IN  THE  CATEGORY  OF 
FORMERLY  USED  DEFENSE  SITES  (FUDS).   THE  FOUR  PILLARS  REST  ON  A 
FOUNDATION  OF  PEOPLE,  RESOURCES,  COMMUNICATION,  AND  MANAGEMENT 
AND  ORGANIZATION. 
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THE  ARMY  IS  ENTRUSTED  WITH  THE  CARE  OF  APPROXIMATELY  TWO- 
THIRDS  OF  DEPARTMENT  OF  DEFENSE  LANDS.   ENVIRONMENTAL  STEWARDSHIP 
OF  THESE  RESOURCES  IS  OUR  LEGACY,  OUR  RESPONSIBILITY,  AND  OUR 
FUTURE.   OUR  ENVIRONMENTAL  STRATEGY  PROVIDES  A  MECHANISM  TO 
IDENTIFY  NEW  OPPORTUNITIES  AND  TO  DEFINE  BETTER  WAYS  TO  MAINTAIN 
A  TRAINED  AND  READY  ARMY. 

THE  SECOND  MAJOR  ACTION  THE  ARMY  TOOK  IN  1992  WAS  THE 
REORGANIZATION  OF  ITS  ENVIRONMENTAL  PROGRAM  TO  EMPHASIZE  THE 
IMPORTANCE  OF  THE  PROGRAM  AND  THE  ARMY'S  LEADERSHIP  COMMITMENT  TO 
THE  ENVIRONMENT.   THE  FORMER  ARMY  ENVIRONMENTAL  OFFICE  (HEADED  BY 
A  COLONEL)  BECAME  THE  DIRECTORATE  OF  ENVIRONMENTAL  PROGRAMS  (DEP) 
HEADED  BY  A  BRIGADIER  GENERAL.   IN  ADDITION,  THE  FORMER  U.  S. 
ARMY  TOXIC  AND  HAZARDOUS  MATERIALS  AGENCY  (USATHAMA)  WAS  RENAMED 
THE  ARMY  ENVIRONMENTAL  CENTER  AND  MOVED  FROM  UNDER  THE  CORPS  OF 
ENGINEERS  TO  REPORT  DIRECTLY  TO  THE  DEP.   ALSO  CONSOLIDATED  INTO 
THE  NEW  ORGANIZATION  WAS  THE  NATURAL  AND  CULTURAL  RESOURCES 
DIVISION  OF  THE  ENGINEERING  AND  HOUSING  SUPPORT  CENTER.   THIS  NEW 
ORGANIZATION  NOT  ONLY  GIVES  THE  ARMY  A  SINGLE  POINT  OF  FOCUS  FOR 
THE  ENVIRONMENT,  BUT  IT  RAISES  THE  STATUS  OF  THE  PROGRAM  AND 
GIVES  IT  MORE  AUTHORITY  FOR  EXECUTION  AND  PROGRAM  REPRESENTATION 
INSIDE  AND  OUTSIDE  THE  ARMY. 

AS  PART  OF  THIS  REORGANIZATION,  WE  PLACED  THE  ARMY 
ENVIRONMENTAL  POLICY  INSTITUTE  (AEPI)  DIRECTLY  UNDER  THE 
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SECRETARIAT,   AEPI  WAS  ESTABLISHED  IN  1990  TO  ASSIST  IN  THE 
DEVELOPMENT  OF  PROACTIVE  POLICIES  AND  STRATEGIES  TO  ADDRESS 
ENVIRONMENTAL  ISSUES  OF  SIGNIFICANT  FUTURE  IMPACT  ON  THE  ARMY. 
THE  INSTITUTE  CURRENTLY  IS  STUDYING  ISSUES  IN  AREAS  OF 
SIGNIFICANT  IMPORTANCE  TO  THE  ARMY.   STUDY  TOPICS  INCLUDE 
TRAINING  LAND  OPTIONS,  DEPLETED  URANIUM,  SOLID  WASTE  MANAGEMENT, 
PERFORMANCE  MEASURES  FOR  ASSESSING  ENVIRONMENTAL  EFFORTS,  AND 
POLICY  PRIORITIZATION.   IT  HAS  PRODUCED  SEVERAL  DOCUMENTS  WHICH 
ALREADY  ARE  BEING  USED  THROUGHOUT  THE  ARMY.   THREE  EXAMPLES  OF 
AEPI  PRODUCTS  IN  USE  ARE  THE  ARMY  ENVIRONMENTAL  STRATEGY,  THE 
INSTITUTE'S  FIRST  STUDY  -  "INTEGRATING  BASE  REALIGNMENT  AND 
CLOSURE  DECISIONS  IN  COMPLIANCE  WITH  THE  NATIONAL  ENVIRONMENTAL 
POLICY  ACT,"  AND  THE  "U.  S.  ARMY  ENVIRONMENTAL  MANAGEMENT  GOOD 
NEWS  STORIES,"  A  COLLECTION  OF  GOOD  NEWS  FROM  ARMY  INSTALLATIONS. 
CURRENTLY,  AEPI  IS  WORKING  ON  A  PROJECT  DESIGNED  TO  ANTICIPATE 
ENVIRONMENTAL  TRENDS,  INCLUDING  LEGISLATIVE  TRENDS  AND  EMERGING 
TECHNOLOGIES.   THE  INSTITUTE'S  WORK  IS  VERY  IMPORTANT  TO  THE  ARMY 
ENVIRONMENTAL  PROGRAM  BECAUSE  IT  HELPS  US  DETERMINE  AND  DEVELOP 
POLICY  TO  BE  PROACTIVE,  TO  ENSURE  FUTURE  COMPLIANCE,  AND  TO  USE 
RESOURCES  PRUDENTLY  OVER  THE  LONG  TERM. 

OUR  SENIOR  LEADERSHIP'S  COMMITMENT  IS  ALSO  DEMONSTRATED  BY 
THE  DEDICATION  OF  SIGNIFICANT  RESOURCES  TO  MEET  OUR  ENVIRONMENTAL 
RESPONSIBILITIES.   IN  AN  ERA  OF  RAPIDLY  DECLINING  RESOURCES,  OUR 
ENVIRONMENTAL  BUDGET  IS  ONE  OF  THE  VERY  FEW  ITEMS  THAT  CONTINUES 
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TO  GROW.   IN  FISCAL  YEAR  1993,  WE  PLAN  TO  SPEND  OVER  $1.5  BILLION 
ON  ENVIRONMENTAL  PROGRAMS. 

THE  ARMY  VERY  MUCH  APPRECIATED  THE  SUPPLEMENTAL  FUNDS 
PROVIDED  BY  CONGRESS  IN  FISCAL  YEAR  1992  ($116  MILLION  FOR  THE 
COMPLIANCE,  PREVENTION  AND  CONSERVATION  PILLARS,  AND  $243  MILLION 
FOR  THE  RESTORATION  PILLAR).   THE  $116  MILLION  WAS  USED  TO  FUND 
SIGNIFICANT  PROJECTS  FOR  COMPLIANCE,  POLLUTION  PREVENTION,  AND 
CONSERVATION . 

THE  $243  MILLION  SUPPLEMENTAL  FUNDS  PROVIDED  IN  FISCAL  YEAR 
1992  FOR  THE  RESTORATION  PROGRAM  ARE  BEING  USED  AT  ACTIVE  SITE 
CLEANUPS  AND  OTHER  CORRECTIVE  ACTIONS.   THESE  FUNDS  ARE  HELPING 
THE  ARMY  TO  MEET  CRITICAL  MILESTONES  UNDER  FEDERAL  FACILITY 
AGREEMENTS  AND  TO  ACCELERATE  CLEANUP  PROJECTS  AT  NUMEROUS 
INSTALLATIONS . 

ADDITIONALLY,  BASE  REALIGNMENT  AND  CLOSURE  ACTIONS  ARE 
DIRECTLY  TIED  TO  OUR  ENVIRONMENTAL  PROGRAM.   ENVIRONMENTAL 
ASSESSMENTS  AND  CLEANUP  ARE  CRITICAL  COMPONENTS  OF  REALIGNMENT, 
CLOSURE,  AND  DISPOSAL  ACTIONS.   FUNDS  FOR  BRAC  88  AND  BRAC  91  ARE 
CRITICAL  ELEMENTS  TO  MEET  CONGRESSIONALLY-MANDATED  TIMELINES. 
ENVIRONMENTAL  FUNDING  REQUIREMENTS  FOR  BRAC  93  ARE  STILL  BEING 
DEVELOPED  AND  ARE  NOT  AVAILABLE  YET. 
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AS  I  BRIEFLY  MEMTIOMED  ABOVE,  THE  ARMY  ENVIRONMENTAL  PROGRAM 
IS  ORGANIZED  INTO  AND  FOCUSED  ON  THE  FOUR  PILLARS  OF  THE 
STRATEGY.   A  NOEtE  DETAILED  DESCRIPTION  OF  EACH  PILLAR  FOLLOWS. 

0     COMPLIANCE .   THIS  PILLAR  ADDRESSES  ALL  ACTIVITIES  TO 
ENSURE  THAT  OPERATIONS  AT  ARMY  MILITARY  AND  CIVIL  FACILITIES 
COMPLY  WITH  ALL  APPLICABLE  FEDERAL,  STATE,  LOCAL,  HOST  NATION, 
AND  ARMY  ENVIRONMENTAL  REQUIREMENTS.   THESE  REQUIREMENTS  INCLUDE 
LAWS  AND  REGULATIONS  IN  THE  AREAS  OF  WATER  AND  AIR  QUALITY,  FISH 
AMD  WILDLIFE,  ENDANGERED  SPECIES,  NOISE  ABATEMENT,  WETLANDS, 
CULTURAL  AND  HISTORIC  SITES,  SOLID  AND  HAZARDOUS  WASTE 
MANAGEMENT,  AMD  NUMEROUS  OTHERS.   THE  ENVIRONMENTAL  COMPLIANCE 
ACHIEVEMENT  PROGRAM  (ECAP)  HAS  BEEN  IMPLEMENTED  ARMY-WIDE.   THE 
EHVIROIMEMTAL  COMPLIANCE  ASSESSMENT  SYSTEM  (ECAS),  A  PART  OF 
ECAP,  IS  OUR  COMPLIANCE  EVALUATION  PROGRAM,  AND  IT  REPLACES  THE 
ENVIRONMENTAL  AUDITS  PROGRAM  THAT  WE  STARTED  IN  1985.   THE 
IMPLEMENTATION  OF  ECAS  STARTED  IN  FISCAL  YEAR  1992.   WE  WILL 
PERFORM  ABOUT  1950  ECAS  EVALUATIONS  ON  A  FOUR- YEAR  CYCLE  ~ 
BETWEEN  450  AMD  500  PER  YEAR.   IN  FISCAL  YEAR  1992,  THE  ARMY 
COMPLBTBD  509  BCAS  EVALUATIONS,  OF  WHICH  39  WERE  ACTIVE  ARMY 
INSTALLATIONS,  19  NATIONAL  GUARD  STATES  AMD  451  ARMY  RESERVE 
FACILITIES.   THERE  ARE  622  BCAS  EVALUATIONS  SCHEDULED  TO  BE 
PBRFOKMBD  THIS  YEAR,  160  OF  WHICH  HAVE  BEEN  COMPLETED  SO  FAR. 
AMOTHBR  453  ARE  SCHEDULED  FOR  FISCAL  YEAR  1994.   BCAS  IS 
IDEMTirriMG  THAT  THE  MAJORITY  OF  THE  FINDINGS  ARE  AOMIMISTRATIVB 
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IN  NATURE.   ADMINISTRATIVE  FINDINGS  —  REPORTING,  RECORD  KEEPING, 
INSPECTIONS,  AND  THE  LIKE  —  ARE  USUALLY  MANPOWER  INTENSIVE  AND, 
THEREFORE,  COULD  TAKE  LONGER  TO  CORRECT. 

THE  ECAS  EVALUATIONS  IDENTIFY  CORRECTIVE  ACTIONS  NECESSARY 
FOR  FACILITIES  TO  BE  IN  FULL  COMPLIANCE.   THESE  TOOLS  PROVIDE  A 
PROACTIVE  APPROACH  TO  COMPLIANCE  AND  PROVIDE  SENIOR  LEADERSHIP 
WITH  AN  ACCURATE  PICTURE  OF  COMPLIANCE  LEVELS  AND  NEEDS 
THROUGHOUT  THE  ARMY.   MORE  IMPORTANTLY,  THESE  TOOLS  PROVIDE  THE 
INSTALLATION  COMMANDER  WITH  THE  DETAILS  NEEDED  —  THE  LEGAL 
REQUIREMENTS,  CORRECTIVE  ACTIONS,  AND  COST  ESTIMATES  —  TO  PLAN, 
PROGRAM  AND  BUDGET  FOR  THE  CORRECTION  OF  DEFICIENCIES  IDENTIFIED 
DURING  THE  EVALUATIONS.   EXTERNAL  ECAS  EVALUATIONS  ARE  CONDUCTED 
BY  THE  HEADQUARTERS  AND  ARE  CENTRALLY  FUNDED  AT  ABOUT  $20  MILLION 
PER  YEAR.   INTERNAL  ASSESSMENTS  REQUIRED  AT  THE  TWO-YEAR  MID- 
CYCLE  ARE  THE  INSTALLATION'S  RESPONSIBILITY. 

AS  PART  OF  THE  EFFORTS  TO  ENSURE  COMPLIANCE  WITH  APPLICABLE 
HAZARDOUS  AND  SOLID  WASTE  MANAGEMENT  REQUIREMENTS,  THE  ARMY  LEADS 
A  DOD  WORKING  GROUP  TO  CONSULT  WITH  THE  ENVIRONMENTAL  PROTECTION 
AGENCY  IN  THEIR  EFFORT  TO  DEVELOP  REGULATIONS  FOR  THE  MANAGEMENT 
OF  WASTE  MILITARY  MUNITIONS,  AS  MANDATED  BY  THE  FEDERAL  FACILITY 
COMPLIANCE  ACT  OF  1992.   THE  MAIN  THRUST  OF  OUR  EFFORT  IS  TO 
ENSURE  THAT  THE  REGULATIONS  BEING  DEVELOPED  BY  EPA  CONSIDER  THE 
EXPLOSIVE  SAFETY  ASPECTS  AND  SPECIAL  MANAGEMENT  PROCEDURES 
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REQUIRED  FOR  MANAGEMENT  OF  MUNITIONS. 

0   PREVENTION.   POLLUTION  PREVENTION  REPRESENTS  THE  END 
STATE  OF  THE  ARMY  VISION  -  WE  WANT  TO  MOVE  PAST  COMPLIANCE  AND 
lUESTORATION  INTO  PREVENTION  AS  THE  MECHANISM  TO  PREVENT 
COMPLIANCE  VIOLATIONS  AND  RESTORATION  LIABILITIES.   THIS  PILLAR 
REQUIRES  INSTILLING  AN  ENVIRONMENTAL  ETHIC  THAT  WILL  CHANGE 
BEHAVIOR  ACROSS  THE  ARMY.   BESIDES  "END-OF-THE-PIPE"  TREATMENT  OF 
WASTES,  ENVIRONMENTAL  DEGRADATION  CAN  BE  REDUCED  BY  INTERVENING 
THROUGHOUT  THE  ACQUISITION  LIFE  CYCLE,  CHANGING  PROCESS  INPUT, 
SEEKING  ENVIRONMENTALLY  ACCEPTABLE  METHODS  OF  CONSTRUCTION  AND 
OPERATION,  MODIFYING  TRAINING  EXERCISES  IN  ENVIRONMENTALLY 
SENSITIVE  ZONES,  REUSING  OR  RECYCLING  TO  REDUCE  WASTE, 
ENVIRONMENTAL  AWARENESS  TRAINING  OF  ALL  PERSONNEL,  AND  OTHER 
AVOIDANCE  APPROACHES.   EXAMPLES  OF  EFFORTS  UNDERWAY  TO  PROVIDE 
WOKE   ENVIRONMENTALLY  ACCEPTABLE  WAYS  OF  MANAGING  ARMY  OPERATIONS 
INCLUDE:   INCORPORATION  OF  POLLUTION  PREVENTION  PRINCIPLES  AND 
TECHNOLOGIES  THROUGHOUT  THE  LIFE  CYCLE  OF  WEAPON  SYSTEMS 
ACQUISITION;  IMPROVING  MATERIAL  MANAGEMENT  PRACTICES  TO  MINIMIZE 
THE  QUANTITIES  AND  TYPES  OF  HAZARDOUS  MATERIALS  AT  ARMY 
INSTALLATIONS;  AND  FAVORING  USE  OF  RECYCLED  AND  RECYCLABLE 
MATERIALS.   AN  EXAMPLE  OF  ARMY  ACCOMPLISHMENTS  IN  THE  PREVENTION 
PROGRAM  INCLUDE  THE  ESTABLISHMENT  OF  THE  ARMY  ACQUISITION 
POLLUTION  PREVENTION  SUPPORT  OFFICE  (AAPPSO)  WITHIN  THE  ARMY 
MATERIEL  COMMAND,  WHICH  HAS  BEEN  INSTRUMENTAL  IN  THE  DEVELOPMENT 

-9- 


235 


OF  A  COMPREHENSIVE  PROGRAM  TO  REPLACE  OZONE  DEPLETING  CHEMICALS 
IN  WEAPON  SYSTEMS.   THE  AAPPSO  ALSO  PLAYS  A  KEY  ROLE  IN  DOD 
EFFORTS  WITH  THE  AMERICAN  SOCIETY  FOR  TESTING  AND  MATERIALS  TO 
DEVELOP  AND  ENHANCE  USE  OF  NON-GOVERNMENT  SPECIFICATIONS  AND 
STANDARDS.   THEY  ARE  ALSO  REVIEWING  AND  MODIFYING  CONTRACTS  FOR 
THE  ARMY  ACQUISITION  EXECUTIVE  TO  ENSURE  ENVIRONMENTAL  CONCERNS 
ARE  CONSIDERED  IN  THE  CONTRACTS.   CURRENTLY  THERE  IS  A  BIG  EFFORT 
TO  IDENTIFY  AND  ELIMINATE  THE  FIVE  WORST  MATERIALS  USED  IN  THE 
COMANCHE  HELICOPTER  INCLUDING  FUNDING  FOR  UP  TO  TEN  TRADE  STUDIES 
TO  FIND  SUBSTITUTE  MATERIALS. 

EFFECTIVE  RECYCLING  AT  ARMY  INSTALLATIONS  CONTINUES  TO 
PRODUCE  SIZABLE  ANNUAL  SAVINGS  OR  INCOME  FOR  OUR  INSTALLATIONS. 
IN  FISCAL  YEAR  1992,  THE  ARMY  WORLDWIDE  RECEIVED  $18.7  MILLION 
FROM  RECYCLING  PROGRAMS  PROCESSED  THROUGH  THE  DEFENSE  LOGISTICS 
AGENCY.   THIS  WAS  ALMOST  A  50  PERCENT  INCREASE  OVER  THE  FISCAL 
YEAR  1991  AMOUNT  OF  $12.7  MILLION.   ANOTHER  MAJOR  ACCOMPLISHMENT 
FOR  THE  ARMY  IN  FISCAL  YEAR  1992  WAS  THE  SURPASSING  OF  THE  DOD 
HAZARDOUS  WASTE  MINIMIZATION  GOAL  A  YEAR  AHEAD  OF  SCHEDULE.   WE 
ACHIEVED  A  CUMULATIVE  56  PERCENT  REDUCTION  OF  HAZARDOUS  WASTE 
DISPOSAL  BY  THE  END  OF  1991.   THE  DOD  GOAL  WAS  TO  ACHIEVE  A  50 
PERCENT  REDUCTION  BY  THE  END  OF  1992. 

THE  ARMY  IS  ALSO  DEDICATING  SIGNIFICANT  EFFORTS  TO 
ENVIRONMENTAL  TRAINING  AS  A  MECHANISM  TO  ENSURE  ALL  PERSONNEL, 
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MILITARY  AND  CIVILIAN,  DEVELOP  A  STRONG  ENVIRONMENTAL  ETHIC.   AN 
ENVIRONMENTAL  TRAINING  MASTER  PLAN  WAS  DEVELOPED  IN  1992  TO  HELP 
INSTITUTIONALIZE  ENVIRONMENTAL  TRAINING  WITHIN  THE  FORMAL  SCHOOL 
SYSTEM.   IT  ESTABLISHES  THE  PROCEDURES  TO  IDENTIFY  ENVIRONMENTAL 
TRAINING  NEEDED  FOR  THE  DIFFERENT  SPECIALTIES,  INCORPORATES  THESE 
REQUIREMENTS  INTO  THE  PROGRAMS  OF  INSTRUCTION,  EVALUATES  TRAINING 
PROGRESS,  AND  IDENTIFIES  THE  RESOURCES  WHICH  NEED  TO  BE 
PROGRAMMED  FOR  TRAINING. 

0   CONSERVATION .   THIS  PILLAR  INCLUDES  BIOLOGICAL  AND 
CULTURAL  RESOURCE  MANAGEMENT  BY  CONSERVATION  AND  BY  PRESERVATION. 
CONSERVATION  FOCUSES  ON  MANAGING  OUR  LANDS  TO  ENSURE  LONG  TERM 
NATURAL  RESOURCE  PRODUCTIVITY  SO  THE  ARMY'S  MISSION  CAN  BE 
ACHIEVED .   PRESERVATION  FOCUSES  ON  BOTH  CULTURAL  AND  NATURAL 
RESOURCE  PROTECTION.   ARMY  LANDS  INCLUDE  ALL  MAJOR  CLIMATIC 
ZONES,  SOIL  TYPES,  PLANT  COMMUNITIES,  AND  KINDS  OF  WILDLIFE,   ON 
A  BACKDROP  OF  DESERTS,  PLAINS  AND  MOUNTAINS,  THE  VARIOUS 
COMBINATIONS  OF  THESE  ABIOTIC  AND  BIOLOGICAL  RESOURCES  PRODUCE 
RIVERS,  WETLANDS,  HIGHLY  ERODIBLE  SOILS,  HARBOR  ENDANGERED 
SPECIES,  AND  CONTAIN  SITES  OF  UNUSUAL  BIODIVERSITY.   THE 
CHALLENGE  TO  THE  ARMY'S  CONSERVATION  PROGRAM  IS  TO  PROVIDE 
OPTIMUM  AVAILABILITY  OF  THESE  RESOURCES  FOR  THE  MILITARY  MISSION 
WHILE  PROTECTING  SOILS  FROM  EXCESSIVE  EROSION,  REDUCING 
SEDIMENTATION  IN  THE  NATION'S  WATERWAYS,  IDENTIFYING  AND 
PROTECTING  SIGNIFICANT  ARCHEOLOGICAL  SITES,  AND  PROTECTING 
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THREATENED  AND  ENDANGERED  SPECIES  AND  THEIR  HABITAT.   THE  QUALITY 
AND  CONDITION  OF  THE  ARMY'S  TRAINING  LANDS  DIRECTLY  AFFECT  THE 
QUALITY  OF  MILITARY  TRAINING. 

CONSERVATION  AND  MANAGEMENT  OF  FISH,  WILDLIFE,  WETLANDS, 
FOREST,  AND  CULTURAL  RESOURCES  ARE  ACCOMPLISHED  USING  RESOURCE 
INVENTORIES,  CURRENTLY  ACCEPTED  MANAGEMENT  PRACTICES,  AND 
DEVELOPING  PARTNERSHIPS  WITH  OTHER  CONSERVATION  ORGANIZATIONS. 
MOST  ARMY  INSTALLATIONS  HAVE  COOPERATIVE  AGREEMENTS  FOR  NATURAL 
RESOURCES  MANAGEMENT  WITH  THE  U.  S.  FISH  AND  WILDLIFE  SERVICE, 
THE  U.  S.  SOIL  CONSERVATION  SERVICE,  AND  STATE  NATURAL  RESOURCES 
AGENCIES.   THE  ARMY'S  COMPLEX  LAND  USE  PLANNING  AND  LAND 
MANAGEMENT  REQUIREMENTS  ARE  AIDED  BY  TOOLS  SUCH  AS  GEOGRAPHIC 
INFORMATION  SYSTEMS,  WHICH  ALLOWS  LAND  MANAGERS  AND  REGULATORS  TO 
ANALYZE,  STORE,  UPDATE,  MODEL,  AND  DISPLAY  DATA;  THE  INTEGRATED 
TRAINING  AREA  MANAGEMENT  (ITAM)  STANDARDIZED  LAND  INVENTORY, 
MONITORING,  AND  MANAGEMENT  PROGRAM  WHICH  PROVIDES  A  MEANS  TO 
INTEGRATE  LAND  USE  CAPABILITIES  AND  MANAGEMENT  REQUIREMENTS  WITH 
THE  MILITARY  MISSION  ACTIVITIES.   IN  FISCAL  YEAR  1992,  ITAM  WAS 
BEING  IMPLEMENTED  AT  ABOUT  40  INSTALLATIONS;  IN  FISCAL  YEAR  1993, 
THIS  NUMBER  INCREASED  TO  50  AND  IS  EXPECTED  TO  INCREASE  TO  55  IN 
FISCAL  YEAR  1994. 

THE  ARMY  HAS  THOUSANDS  OF  HISTORIC  BUILDINGS,  ARCHEOLOGICAL 
SITES,  AND  HISTORIC  DISTRICTS  LISTED  IN  THE  NATIONAL  REGISTER  OF 
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HISTORIC  SITES.   THESE  RESOURCES  ARE  MANAGED  IN  ACCORDANCE  WITH 
NATIONAL  HISTORIC  PRESERVATION  STANDARDS.   ARMY  FACILITIES  ALSO 
PROVIDE  HABITAT  FOR  MANY  THREATENED  AND  ENDANGERED  SPECIES,   THE 
ARMY  DEVOTES  SIGNIFICANT  RESOURCES  ANNUALLY  TO  THE  PROTECTION  OF 
ABOUT  150  FEDERALLY  LISTED  THREATENED  OR  ENDANGERED  SPECIES  ON 
ABOUT  60  INSTALLATIONS.   SOME  EXAMPLES  OF  ENDANGERED  SPECIES  ON 
ARMY  INSTALLATIONS  INCLUDE  THE  BALD  EAGLE  AT  ABERDEEN  PROVING 
GROUND,  MARYLAND,  AND  ROCKY  MOUNTAIN  ARSENAL,  COLORADO;  THE  RED 
COCKADED  WOODPECKER  AT  FORT  BRAGG,  NORTH  CAROLINA;  AND  THE  DESERT 
TORTOISE  AT  FORT  IRWIN,  CALIFORNIA. 

PROTECTION  OF  ENDANGERED  SPECIES  HABITAT  ALREADY  HAS  HAD  AN 
IMPACT  ON  ARMY  TRAINING  LANDS.   AT  FORT  BRAGG,  FOUR  RANGES  WERE 
CLOSED  OR  RESTRICTED  FOR  SIX  TO  TEN  MONTHS;  EIGHT  CONSTRUCTION 
PROJECTS  WERE  HALTED  PENDING  CONSULTATION  WITH  THE  U.  S.  FISH  AND 
WILDLIFE  SERVICE  RESULTING  IN  DELAY  PENALTIES  AND  ADDITIONAL 
ADMINISTRATIVE  COSTS  OF  $2.2  MILLION.   THE  NORTH  CAROLINA 
NATIONAL  GUARD  HAD  AN  ADDITIONAL  COST  OF  $250,000  FOR  HAVING  TO 
SEND  ITS  TROOPS  TO  TRAIN  AT  OTHER  INSTALLATIONS  DUE  TO  THE  FORT 
BRAGG  RANGE  CLOSURES.   LAND  ACQUISITION  TO  MEET  THE  NEEDS  OF  THE 
TRAINING  MISSION  HAVE  BEEN  DELAYED  AT  FORT  IRWIN  DUE  TO 
CONSIDERATIONS  FOR  THE  DESERT  TORTOISE.   THERE  ARE  MANY  OTHER 
EXAMPLES  OF  THE  IMPACT  OF  ENDANGERED  SPECIES  ON  ARMY  TRAINING 
LANDS.   THESE  EFFECTS  ARE  DISCUSSED  IN  MORE  DETAIL  IN  THE  DOD 
REPORT  TO  CONGRESS  REQUIRED  BY  THE  HOUSE  APPROPRIATIONS  COMMITTEE 
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REPORT  NUMBER  102-627. 

THE  ARHJf  BUDGET  FOR  FISCAL  YEAR  1993  INCLUDES  $721.9  MILLION 
TO  FUND  KNOWN  EXISTING  REQUIREMENTS  IN  THE  COMPLIANCE,  PREVENTION 
AND  CONSERVATION  PROGRAMS.   THE  FISCAL  YEAR  1994  BUDGET  REQUEST 
INCLUDES  $663  MILLION  ALSO  FOR  KNOWN  CRITICAL  REQUIREMENTS  IN 
THESE  THREE  PROGRAMS. 

0   RESTORATION.   THIS  PILLAR'S  NAME  DENOTES  A  RETURN  TO  A 
PREVIOUS,  MORE  DESIRABLE  CONDITION  IN  THE  ENVIRONMENT.   THE 
ARMY'S  RESTORATION  PROGRAM  EMBRACES  EXPEDITIOUS  CLEANUP  ON  ACTIVE 
ARMY  INSTALLATIONS,  BRAC  INSTALLATIONS  BEING  CLOSED  AND  FORMERLY 
USED  DEFENSE  SITES  -  COMMONLY  REFERRED  TO  AS  FUDS .   CURRENTLY, 
THE  ACTIVE  INSTALLATIONS  AND  BRAC  PROGRAMS  INCLUDES  34  SITES  ON 
THE  NATIONAL  PRIORITIES  LIST  AT  30  INSTALLATIONS.   THE  FUDS 
PROGRAM  INCLUDES  15  SITES  ON  THE  NPL.   WE  HAVE  TAKEN  AGGRESSIVE 
ACTION  TO  EVALUATE  OUR  CONTAMINATED  SITES  AND  IMPLEMENT  REMEDIAL 
ACTION.   AS  OF  SEPTEMBER  30,  1992,  THE  TOTAL  NUMBER  OF  SITES 
WITHIN  ARMY  ACTIVE  AND  BRAC  INSTALLATIONS  IS  10,603.   ACTION  HAS 
BEEN  COMPLETED,  WITH  NO  FURTHER  ACTION  REQUIRED  AT  6,387  SITES. 
CLEAN  UP  ACTIONS  HAVE  BEEN  COMPLETED  AT  424  SITES  AND  ARE  ONGOING 
AT  ANOTHER  327  SITES.   INVESTIGATIVE  ACTIVITIES  ARE  UNDERWAY  AT 
ABOUT  2,400  SITES. 

ALSO,  AS  OF  SEPTEMBER  30,  1992,  THE  TOTAL  NUMBER  OF  FUDS 
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SITES  IDENTIFIED  WAS  7,344.   PRELIMINARY  ASSESSMENTS  HAVE  BEEN 
COMPLETED  AT  4,114   SITES.   NO  FURTHER  ACTION  IS  REQUIRED  AT 
3,162  SITES.   CLEANUP  ACTIONS  HAVE  BEEN  COMPLETED  AT  171   SITES 
AND  ACTIVITIES  ARE  UNDERWAY  AT  1,775   SITES.   THE  SPRING  VALLEY 
SITE  IN  WASHINGTON,  D.  C.  WAS  DISCOVERED  IN  JANUARY  1993.   THE 
ESTIMATED  COST  FOR  THIS  SITE  FOR  FISCAL  YEAR  1993  IS  $1 2 
MILLION  -  ESTIMATED  COST  TO  COMPLETE  WORK  AT  THE  SITE  IS  $21 
MILLION  THROUGH  FISCAL  YEAR  1995.   SPRING  VALLEY  WAS  NOT  A  KNOWN 
SITE,  THEREFORE  IT  WAS  NOT  PART  OF  THE  FUDS  BUDGET  FOR  THIS  YEAR. 
HOWEVER,  SUSPECT  ORDNANCE  AND  CHEMICAL  AGENT  SITES  WHICH  APPEAR 
SUDDENLY  MUST  BE  MANAGED  AS  EMERGENCIES  REQUIRING  US  TO  MOVE 
FUNDS  FROM  PROJECTS  WHICH  WERE  SCHEDULED  TO  BE  FUNDED.   SPRING 
VALLEY  IS  A  GOOD  EXAMPLE  OF  WHY  WE  MUST  HAVE  FLEXIBILITY  IN  THE 
MANAGEMENT  OF  FUNDS  IN  THIS  PROGRAM. 

RESTORATION  ACTIVITIES  HAVE  BEEN  COMPLETED  AT  54  OF  THE  81 
SITES  WITHIN  BRAC  88  INSTALLATIONS.   WORK  CONTINUES  AT  THE  27 
REMAINING  BRAC  88  SITES  AND  AT  THE  SIX  BRAC  91  SITES.   INTERIM 
REMEDIATION  HAS  BEEN  INITIATED  WHERE  POSSIBLE  DURING  THE  STUDY 
PHASE  AT  A  NUMBER  OF  BRAC  SITES.   ACCELERATED  RESTORATION 
INITIATIVES  HAVE  BEGUN  AT  THREE  OF  THE  SEVEN  NPL  SITES  IDENTIFIED 
FOR  CLOSURE  AS  REQUIRED  TO  MEET  REUSE  PLANS  AND  SCHEDULES.   WORK 
CONTINUES  WITH  LOCAL  COMMUNITIES  AND  REGULATORY  AGENCIES  TO 
DEFINE  REUSE  PLANS  AND  ENSURE  THAT  RESTORATION  IS  CONSISTENT  WITH 
PLANNED  REUSE. 
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THE  ARMY  ALSO  MANAGES  THE  DOD  PROGRAM  FOR  THE  DEVELOPMENT 
AND  EXECUTION  OF  THE  DEFENSE  AND  STATE  MEMORANDUMS  OF  AGREEMENT 
(DSMOA)  OR  COOPERATIVE  AGREEMENTS  (CA) .   THE  PURPOSE  OF  THE  DSMOA 
OR  CA  IS  TO  HELP  EXPEDITE  ENVIRONMENTAL  RESTORATION  ACTIVITIES 
AND  TO  PROVIDE  A  MECHANISM  TO  REIMBURSE  THE  STATE  FOR  THEIR 
TECHNICAL  SERVICES  IN  SUPPORT  OF  DOD  RESTORATION  PROGRAMS.   AS  OF 
APRIL  1,  1993,  WE  HAVE  ENTERED  INTO  43  DSMOA 'S  AND  35  CA'S. 

AVAILABLE  FUNDING  FOR  THE  RESTORATION  PROGRAM  IN  FISCAL  YEAR 
1993  TOTALS  $797  MILLION.   IT  INCLUDES  $525  MILLION  FOR  ACTIVE 
SITES  (INCLUDING  THE  $243  MILLION  FROM  THE  FISCAL  YEAR  1992 
SUPPLEMENTAL  BUDGET),   $141  MILLION  FOR  FUDS,   AND  $131  MILLION 
FOR  THE  RESTORATION  OF  INSTALLATIONS  ON  THE  BASE  REALIGNMENT  AND 
CLOSURE  LISTS  (BOTH  BRAC  88  AND  BRAC  91).   AS  THE  DOD  EXECUTIVE 
AGENT,  ARMY  ALSO  MANAGES  $13  MILLION  FOR  THE  AGENCY  FOR  TOXIC 
SUBSTANCES  AND  DISEASE  REGISTRY  (ATSDR  ACTIVITIES  AND  $22  MILLION 
FOR  DSMOA  DOD-WIDE  IN  FY  1993.   ARMY'S  DERA  BUDGET  REQUEST  FOR 
FISCAL  YEAR  1994  INCLUDES   $1.23  BILLION  -  $828  MILLION  FOR 
ACTIVE  SITES,  $382  MILLION  FOR  FUDS,  AND  $19  MILLION  FOR  BRAC  88 
AND 

BRAC  91 ,  AND  WILL  COVER  ALL  ACTIVE  ARMY  AND  FUDS  MANDATED 
REQUIREMENTS  AND  ALLOW  FOR  PROGRAM  EXPEDITION  AND  A  BIAS  FOR 
CLEANUP.   IN  FY  1994,  ARMY  WILL  ALSO  MANAGE  $14  MILLION  FOR  ATSDR 
ACTIVITIES  AND  $24  MILLION  FOR  DSMOA  DOD-WIDE. 
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WE  NEED  TO  BE  SUCCESSFUL  AT  PERFORMING  OUR  RESPONSIBILITIES 
IN  COMPLIANCE,  PREVENTION  AND  CONSERVATION,  TO  AVOID  RESTORATION 
PROBLEMS  IN  THE  FUTURE. 

I  WILL  CLOSE  BY  PRAISING  THE  PERSONNEL  IN  THE  ARMY 
ENVIRONMENTAL  PROGRAM.   THEY  CONTINUE  TO  STRIVE  FOR  EXCELLENCE 
AND  ARE  BELIEVERS  IN  OUR  COMMITMENT  TO  ENVIRONMENTAL  STEWARDSHIP 
IN  SPITE  OF  THE  IMPACT  ON  THEIR  WORKLOADS  BROUGHT  ABOUT  NOT  ONLY 
BY  THE  CONTINUALLY  INCREASING  ENVIRONMENTAL  REQUIREMENTS  BUT  ALSO 
BY  REDUCTIONS  IN  THE  FORCE .   WE  ARE  DOING  OUR  BEST  TO  TRAIN  AND 
RETAIN  OUR  ENVIRONMENTAL  PROFESSIONALS.   WE  MUST  ALL  ALWAYS 
REMEMBER  THAT  PEOPLE  ARE  WHAT  MAKES  OUR  PROGRAMS  A  SUCCESS  AND 
ALSO  THAT  PEOPLE  ARE  THE  REASON  FOR  OUR  MILITARY  AND 
ENVIRONMENTAL  MISSION. 

THE  ARMY'S  ENVIRONMENTAL  ROLE  IS  CLEAR.   THE  MISSION  IS 
EVIDENT.   ENVIRONMENTAL  STEWARDSHIP  MUST  BE  A  PART  OF  EVERYTHING 
WE  DO.   ENVIRONMENTAL  STEWARDSHIP,  BOTH  AT  HOME  AND  ABROAD,  IS 
OUR  RESPONSIBILITY,  OUR  LEGACY,  AND  OUR  FUTURE. 

MR.  CHAIRMAN,  I  AGAIN  THANK  YOU  FOR  THE  OPPORTUNITY  TO 
PRESENT  THIS  STATEMENT  TO  YOU  AND  TO  THE  MEMBERS  OF  THE 
COMMITTEE. 
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[The  statement  of  Ms.  Munsell  follows:] 


NOT  FOR  PUBUCATION  UNTIL 
RELEASED  BY  THE  HOUSE 
APPROPRL\TIONS  COMMTTTEE 


STATEMENT  OF 

ELSIE  L.  MUNSELL 

DEPUTY  ASSISTANT  SECRETARY  OF  THE  NAVY 

(ENVIRONMENT  AND  SAFETY) 

BEFORE  THE 

HOUSE  APPROPRIATIONS  COMMITTEE 

DEFENSE  SUBCOMMITTEE 


20  APRIL  1993 


NOT  FOR  PUBUCATION  UNTIL 
RELEASED  BY  THE  HOUSE 
APPROPRIATIONS  COMMITTEE 
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Mr.  Qiairman  and  distinguished  members  of  the  Subcommittee,  I  am  Elsie  Munsell, 
Deputy  Assistant  Secretary  of  the  Navy  (Environment  and  Safety)  in  the  Office  of  the 
Assistant  Secretary  of  the  Navy  (Installations  and  Environment).   I  am  pleased  to  appear 
before  you  today  to  discuss  the  Department  of  the  Navy  environmental  program. 


INTRODUCTION 

The  Department  of  the  Navy  is  planning  for  the  challenges  of  the  future  in  the  post 
Cold  War  era.     A  fundamental  shift  in  the  national  security  strategy  from  one  of  a  global 
threat  to  regional  issues  prompted  a  broad  assessment  of  the  future  of  the  Navy  and  Marine 
Corps  team.   This  review  culminated  in  a  new  Naval  strategy,  described  in  a  white  paper 
entitled  "...From  the  Sea,  Preparing  the  Naval  Service  for  the  21st  Century,"  that  moves  the 
Navy  and  Marine  Corps  away  from  open-ocean  warfighting  toward  joint  operations  conducted 
from  mobile  and  flexible  platforms  projecting  precise  U.  S.  power  from  the  sea. 

We  face  the  challenge  of  reshaping  our  organization.   Changing  international 
conditions  and  budget  reductions  require  a  leaner  force  structure,  i.e.,  carefully  selected 
ships,  aircraft,  weapon  systems,  and  a  smaller  shore  infrastructure  with  fewer  personnel. 
Our  goal  is  to  ensure  that  as  we  get  smaller,  we  also  improve  the  quality  of  our  total  force, 
so  that  we  can  continue  to  be  capable  and  reliable  stewards  of  the  nation's  security. 

In  this  period  of  change,  the  Department  of  the  Navy  continues  its  focus  on 
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environmental  issues  as  well.   Navy  and  Marine  Corps  activities  occupy  nearly  4  million 
acres  of  land  in  Xtic  United  States.   Since  access  to  the  sea  and  to  coastal  areas  is  fundamental 
to  our  mission,  many  Navy  and  Marine  Corps  activities  are  located  in  environmentally 
sensitive  coastal  areas  requiring  responsible  management  for  continued  support  of  our  defense 
mission. 

The  Department  of  the  Navy  is  thoughtfully  investing  in  each  of  these  areas.   My 
stsuement  describes  our  environmental  program,  and  the  expanding  environmental  ethic  within- 
the  Navy  and  Marine  Corps.   We  have  increased  funding  for  environmental  concerns,  dofitt 
the  Department's  reduced  funding  levels:   Our  FY  1994  budget  request  is  24  percent  higher 
than  FY  1993,  even  though  the  overall  Department  of  the  Navy  budget  declines  10  percent 
over  last  yetf. 

Our  environmental  ethic  is  much  more  than  just  a  commitment  for  additional  money. 
It  is  demonstrated  by  the  numerous  management  initiatives  we  have  undertaken,  and 
exemplified  by  the  many  individual  cffons  that  our  personnel  -  -  military  and  civilian  -  -  have 
made  to  protect  the  environment,  and  comply  widi  laws  and  regulations. 

Let  me  describe  these  actions  in  more  detail.  My  statement  covers  the  following 


o      A  description  of  our  FY  1994  environmeniai  budget  request,  and  specific 
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management  actions  we  have  taken  to  improve  the  efficient  use  of  these 
resources; 
o       The  results  of  the  FY  1992  Supplemental  Appropriations  for  environmental 

programs; 
o       A  description  of  our  pollution  prevention  efforts; 
o       A  summary  of  our  natural  resources  and  conservation  program; 
o       A  few  specific  issues  that  I  believe  are  of  interest  to  the  Committee. 

Let  me  begin  with  our  FY  1994  environmental  budget  request. 

FY  1994  ENVIRONMENTAL  BUDGET  REQUEST 

The  Department  of  the  Navy's  FY  1994  environmental  budget  includes  funding  for 
compliance  with  federal  and  state  environmental  regulations,  and  cleanup  of  contaminated 
sites  at  Navy  and  Marine  Corps  installations  under  the  DoD  Installation  Restoration  Program. 
In  addition,  funds  are  requested  for  environmental  assessments,  compliance,  and  cleanup  at 
base  closure  installations,  that  is,  (1)  those  bases  being  closed  under  the  Defense 
Authorization  Act  Amendments  termed  the  Base  Closure  and  Realignment  Act  for  FY  1989, 
and  referred  to  as  "BRAC  88;"  and  (2)  the  applicable  Defense  Authorization  Act  sections  for 
FY  1991,  referred  to  as  "BRAC  91."  The  following  table  summarizes  our  FY  1994 
environmental  budget  request  in  comparison  with  FY  1993  and  FY  1992. 
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Dqnrtment  of  the  Navy 
FY  1994  Environmental  Budget  ($M) 


Program 

FY  1992 

FY  1993 

FY  1994 

Compliance 

687 

769 

930 

Installation  Restoration 

314 

295 

450            1 

BRAC  88  +  91 

55 

147 

132            1 

SERDP/Legacy 

19 

4* 

0 

TOTAL 

1      1075 

1215 

1512 

_ 

•  Received  to  date 

Let  me  explain  each  of  these  in  more  detail. 

COMPLIANCE 

The  environmental  compliance  program  supports  our  efforts  to  meet  existing 
environmental  requirements  other  than  the  cleanup  of  past  contamination.   Principal 
challenges  for  Navy  and  Marine  Corps  compliance  arise  under  the  Clean  Water  Act,  which 
regulates  wastewater  treatment  and  other  water  discharges;  the  recently  amended  Clean  Air 
Act;  the  Toxic  Substances  Control  Act,  which  regulates  the  management  and  disposal  of 
PCBs;  and  the  hazardous  and  solid  waste  management  provisions  of  the  Resource 
Conservation  and  Recovery  Act. 


Environmental  compliance  funds  are  found  in  10  different  Navy  and  Marine  Corps 
appropriations,  as  well  as  in  the  Defense  Business  Operations  Fund  (DBOF).    Compliance 


248 


programs  are  executed  by  virtually  every  major  Navy  command.  Marine  Corps  activity,  and 
revolving  fund  activity  in  the  Department  of  the  Navy.   Table  1  in  the  Appendix  displays 
these  appropriations  and  respective  funding  for  Fiscal  Years  1992,  1993,  and  1994. 

The  single  largest  portion  of  the  compliance  budget  consists  of  Class  I  and  Class  n 
environmental  projects  required  to  meet  existing  environmental  regulations.   Class  I  projects 
are  those  for  which  a  compliance  deadline  has  already  passed  and  which  are  now  required  to 
achieve  compliance;  Class  II  projects  are  required  to  meet  a  specific  future  deadline.   The 
Department  of  the  Navy  policy  is  to  fund  all  Class  I  projects  as  soon  as  they  are  executable, 
and  to  fund  all  Class  II  projects  in  time  to  meet  the  regulatory  deadline. 

Class  I  and  Class  II  projects  are  funded  in  the  Operation  and  Maintenance 
appropriations,  the  Military  Construction  appropriations,  the  Defense  Business  Operations 
Fund,  and  the  Real  Property  Maintenance,  Defense  appropriation  (FY  1993  only).   Examples 
of  Class  I  and  Class  II  projects  funded  in  the  Operation  and  Maintenance  Accounts  or  in 
DBOF  include: 

o      $250,000  to  upgrade  less  than  90-day  hazardous  waste  satellite 

accumulation  areas  at  NAS  Miramar. 
o       $200,000  to  remove  leaking  underground  storage  tanks  at  NAS 

Jacksonville, 
o      $180,000  for  oil  spill  containment  improvements  at  the  MCLB  Albany  fiiel 
farm. 
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The  Operation  and  Maintenance  Accounts  and  the  Defense  Business  Operations  Fund 
also  support  salaries  and  training  for  our  environmental  personnel,  hazardous  waste 
management  and  disposal  costs,  environmental  permit  fees  and  costs,  internal  audits  and 
environmental  compliance  evaluations,  and  other  routine  environmental  operating  costs. 

Our  Military  Construction,  Navy  appropriation  funds  traditional  environmental 
construction  projects.  Table  2  in  the  Appendix  displays  the  FY  1994  construction  projects 
needed  to  meet  environmental  regulatory  requirements.   (Final  approval  of  the  proposed 
BRAC  93  actions  may  change  these  construction  requirements.) 

The  Other  Procurement,  Navy  and  Procurement,  Marine  Corps  appropriations  buy  and 
install  ship  and  shore  environmental  equipment  which  cost  more  than  $15,000  each. 
Shipboard  equipment  includes  wastewater  handling  and  treatment  systems,  oil-water 
separators,  oil  spill  containment  and  recovery  systems,  and  production  engineering  for 
shipboard  pollution  control  equipment,  to  comply  with  environmental  regulations  including  the 
Clean  Water  Act  and  the  Marine  Plastic  Pollution  Research  and  Control  Act.   This  account  is 
also  used  to  purchase  CFC/halon  recycling  equipment. 

Our  Research,  Development,  Testing  and  Evaluation,  Navy  impropriation  funds 
technology  development  to  improve  our  ability  to  meet  current  environmental  standards,  to 
develop  new  pollution  abatement  capabilities  for  improved  operational  efficiency,  and  to  meet 
future  regulatory  standards.   Funding  spans  the  entire  science  and  technology  area,  including 
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basic  research  (6.1  program),  exploratory  development  (6.2  program),  and  advanced 
development  (6.3a  and  6.3b  programs). 

Much  of  our  research  and  development  effort  is  directed  to  shipboard  pollution 
abatement  issues  such  as  solid  waste  management,  liquid  waste  management  of  grey  water, 
black  water,  and  oily  water,  and  developing  alternatives  for  ozone  depleting  substances 
(ODS).   We  also  support  shore  based  environmental  research  projects  to  develop  new 
technologies  in  Navy  applications  such  as  remediation  of  contaminated  sediment  in  harbors, 
and  developing  non-toxic  degreasing  techniques  for  shipyards. 

We  have  undertaken  numerous  management  actions  to  improve  our  compliance 
program.  For  example,  the  Chief  of  Naval  Operations  has  chartered  an  Environmental 
Quality  Management  Board  (QMB)  to  apply  the  principles  of  Total  Quality  Leadership. 
Qiaired  by  the  Deputy  Chief  of  Naval  Operations  (Logistics),  the  QMB  is  comprised  of  the 
Deputy  Fleet  Commanders  and  the  Deputy  System  Commanders,  as  well  as  the  Chief  of 
Legislative  Affairs.   The  QMB  meets  monthly  and  is  charged  with  ensuring  that 
environmental  considerations  are  effectively  addressed  in  all  aspects  of  Navy  business,  from 
weapons  design  and  procurement  to  operations  at  sea,  in  the  air,  and  ashore. 

A  similar  effort  is  underway  to  better  coordinate  environmental  research  and 
development  efforts  for  compliance,  cleanup,  and  conservation  within  the  Department  of  the 
Navy.   A  logistics  research  and  development  panel  meshes  the  needs  of  the  environmental 
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program  managers  with  the  cai>abilities  of  the  research  community  to  identify  requirements 
and  establish  common  objectives  and  funding.  The  results  of  this  effort  are  being  coordinated 
in  a  Tri-Service  Environmental  Quality  Research  and  Development  Strategic  plan  under  the 
direction  of  the  Office  of  the  Secretary  of  Defense. 

The  Navy  Pollution  Abatement  Account  was  decentralized  in  FY  1994  to  place  budget 
authority  and  program  responsibility  at  the  same  level.   This  account  was  originally 
established  in  FY  1981  as  a  centrally  managed  account  under  the  Naval  Facilities  Engineering 
Command  at  a  time  when  there  was  limited  funding  and  little  environmental  expertise  within 
the  Department  of  the  Navy.   In  contrast,  the  Pollution  Abatement  Account  now  exceeds 
SlOO  million,  and  virtually  all  Navy  and  Marine  Corps  installations  have  Environmental 
Departments  or  Divisions.   Decentralization  of  the  Pollution  Abatement  Account  aligns 
responsibility,  accountability,  and  funding  closer  to  the  installation  commander,  who  must 
identify  and  budget  for  environmental  requirements  through  the  major  command,  and  then 
ensure  execution  of  the  projects  to  achieve  compliance. 

We  are  also  strengthening  our  overall  environmental  education  and  training  progranu. 
The  Navy  is  implementing  an  environmental  Navy  Training  Plan  that  identifies  and  matches 
the  specific  skills  and  knowledge  required  for  military  and  civilian  personnel  in  environmental 
positions.  The  Marine  Corps  has  developed  a  similar  Comprehensive  Environmental  Training 
and  Education  Program.   It  includes  a  new  Marine  Corps  Military  Occupational  Specialty 
(MOS  99S4)  for  hazardous  waste  management,  and  an  expanded  environmental  engineering 
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degree  program.   We  are  coordinating  our  training  efforts  within  the  Department  of  Defense 
to  eliminate  duplication. 

Both  Navy  and  Marine  Corps  have  successful  Environmental  Compliance  Evaluation 
(ECE)  programs  to  assist  activities  identify  and  resolve  environmental  problem  areas.  The 
Navy  and  Marine  Corps  ECE  programs  now  span  overseas  activities. 

We  are  also  participating  with  the  other  military  services  and  host  nations  to  establish 
country  specific  pollution  control  standards  for  U.  S.  bases  located  in  foreign  countries.   The 
Department  of  the  Navy  will  serve  as  the  executive  agent  to  develop  the  "final  governing 
standards*  in  Greece,  Italy,  Spain,  Iceland,  Bermuda,  the  Caribbean,  Diego  Garcia,  and 
Bahrain. 

INSTALLATION  RESTORATION 

The  Installation  Restoration  (IR)  program  is  designed  to  discover,  investigate, 
characterize  and  clean  up  contaminated  sites  according  to  applicable  laws  and  regulations. 
Like  many  businesses  and  industries,  we  have  faced  the  fact  that  waste  disposal  practices  that 
were  acceptable  in  the  past  have  created  circumstances  that  must  be  addressed  to  ensure  the 
safety  of  the  public  health  and  the  environment. 

Funding  for  the  IR  program  comes  from  the  Defense  Environmental  Restoration 
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Account  (DERA),  the  Defense  Department's  equivalent  to  the  U.  S.  Environmental  Protection 

Agency's  (EPA)  "Superfund."  Once  appropriated,  the  funding  is  transferred  to  the 

Department  of  the  Navy  appropriations  and  the  program  is  executed  by  the  Naval  Facilities 

Engineering  Command  and  its  Engineering  Field  Divisions.  The  following  table  displays  the 

increasing  level  of  funding  for  the  Department  of  the  Navy  portion  of  the  DERA 

appropriation. 

Department  of  the  Navy 
Installation  Restoration  Program 


FY19«9 

FY  1990 

FY  1991 

FY  1992 

FY  1993 

FY  1994 

$69M 

$157M 

$230M 

$3  UNI- 

$29SM 

$450M 

*  bdadM  $74M  FY  1992  SupploKoial. 

Since  die  Department  of  the  Navy  IR  program  began  in  1980.  290  Navy  and  Marine 
Corps  installations  have  been  assessed.   More  than  3.200  sites  requiring  further  evaluation  or 
action  have  been  identified  on  these  installations.   Of  this  number 

o    More  than  2,400  of  diese  sites  are  being  addressed  under  Comprehensive 

Eaviroomenial  Response  Compensation  Liability  Act  (CERCLA),  nearly  SOO  under 
RCRA  'corrective  action'  requirements,  and  over  300  under  federal  or  stale 
underground  storage  tank  corrective  action  programs, 
o    Reipoase  is  considered  compleie  at  over  775  of  dioK  sites  whUe  approunaidy 
2.500  sties  remain  active  in  terms  of  studies  and  remedial  actions. 
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Studies  to  detennine  the  type  and  extent  ai  contamination  have  been  initiated  at  more 
than  1,500  sites.     Approximately  ISO  discrete  "interim  remedial  actions"  have  been 
completed  at  126  installations. 

There  are  three  phases  to  the  cleanup  effort:    the  preliminary  assessment/site 
inspection  (PA/SI)  makes  an  initial  determination  as  to  the  general  location  and  types  of 
contamination;  the  remedial  investigation/feasibility  study  (RI/FS)  phase  quantifies  the  exact 
nature  of  the  problem  and  explores  alternative  methods  of  cleanup;  the  remedial 
design/remedial  action  (RD/RA)  engineers  the  selected  method  and  initiates  the  final  cleanup. 
As  the  IR  program  matures,  we  are  able  to  devote  a  larger  share  of  funding  for  cleanup 
actions,  that  is,  RD/RA,  interim  remedial  actions,  and  underground  storage  tank  removals. 
For  example,  we  have  more  than  doubled  in  FY  1992  the  number  of  completed  and  underway 
interim  remedial  actions  done  in  FY  1991.   Table  3  in  the  Appendix  displays  the  progressive 
status  of  this  program. 

But  this  progress  has  come  at  a  price.    CERCLA  was  originally  drafted  during  a 
period  before  the  nation  had  much  experience  in  large  scale  remedial  efforts.   Therefore, 
CERCLA  and  the  resulting  regulations  in  the  National  Oil  and  Hazardous  Substances  Spill 
Contingency  Plan,  are  extremely  process  oriented.    Simply  put,  the  process  is  not  efficient  in 
terms  of  cost  and  time.  We  have  found  that  overlaps  of  authority  between  federal  agencies 
with  contaminated  sites,  and  EPA,  state,  and  local  regulators  need  to  be  clarified  and 
streamlined.   Detailed  regulatory  scrutiny  and  consultations  are  required  throughout  the 
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process.   A  more  perfonnance  oriented  approach,  which  we  are  working  toward  with  States 
and  the  U.  S.  EPA,  should  be  explored  during  the  CERCLA  reauthorization  process. 

We  are  already  working  closely  with  EPA  and  state/local  environmental  regulators 
throughout  the  cleanup  process.   Twenty-eight  of  our  installations  are  on  the  U.  S.  EPA 
National  Priorities  List  (NPL),  and  we  expect  more  as  EPA  scores  additional  sites.   We  have 
entered  into  written  Federal  Facility  Agreements  (FFA)  at  22  of  our  NPL  sites,  and  have 
developed  a  written  agreement  with  the  State  of  California  for  several  non-NPL  sites  in  that 
state.   These  agreements  help  all  parties  focus  on  the  direction,  scope,  and  schedule  for 
cleanup  and  lay  out  the  terms  for  working  relationships. 

The  Department  of  the  Navy  invites  citizen  participation  in  our  restoration  program. 
Our  installation  commanders  have  established  Technical  Review  Committees  made  up  of 
interested  citizens  and  community  leaders.    Each  restoration  base  has  an  active  Community 
Relations  Plan.   These  forums  include  open  hearings  which  directly  involve  the  local 
community  at  all  IR  installations,  both  NPL  and  non-NPL.    Our  neighbors  participate  in 
reaching  an  understanding  of  the  nature  of  the  problem,  in  the  analysis  of  data  being 
collected,  and  in  finding  the  most  effective  solution. 

We  are  making  good  progress  on  our  pilot  Expedited  Environmental  Cleanup  Program 
begun  last  year.   Five  installations  are  participating  in  this  e^ort: 
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o  MCB  Camp  Lejeune 

o  NAS  Chase  Field  (BRAC  91) 

o  CBC  DavisviUe  (BRAC  91) 

o  NS  Long  Beach,  CA  (BRAC  91) 

o  MCAGCC  Twentynine  Palms 

So  far,  we  have  established  teams  composed  of  representatives  of  the  installation,  the 
Naval  Facilities  Engineering  Command  Engineering  Field  Division  (EFD),  the  regulatory 
agency(s),  and  the  contractor  at  each  of  the  expedited  locations.   The  Naval  Facilities 
Engineering  Command  has  conducted  two  conferences  to  allow  the  EFDs  to  share  initiatives, 
problems,  and  accomplishments  with  one  another.    Initial  results  indicate  that  this  partnering 
concept  has  provided  all  parties  with  a  better  understanding  of  the  problem.   Early  successes 
featured  the  use  of  generic  work  plans  with  site  specific  appendices,  developing  accelerated 
schedules,  and  encouraging  team  building  and  local  empowerment  to  promote  buy-in  with  all 
parties. 

For  example,  at  Marine  Corps  Base  Camp  Lejeune,  remedial  project  managers  from 
the  Department  of  the  Navy,  U.  S.  EPA,  and  the  Department  of  Environment,  Health  and 
Natural  Resources  have  joined  with  a  representative  from  the  base  and  the  remedial  contractor 
to  form  a  core  expedited  cleanup  team.   Additional  personnel  are  available  as  needed, 
including  counsel,  acquisition,  etc.   The  core  group  has  forged  a  cooperative  working 
relationship  to  implement  creative  procedures  to  expedite  the  restoration  process  from  study 
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through  design,  construction  and  cleanup.   In  some  cases,  this  has  eliminated  the  need  for' 
formal  reports  and  work  plans.   Specific  accomplishments  include: 

o       Saving  three  months  in  a  six-month  period  to  sign  an  interim  Record  of  Decision 
that  will  allow  for  the  pump-and-treat  cleanup  of  TCE  contaminated  groundwater 
at  Hadnot  Point, 
o       Saving  3  tol4  months,  depending  on  individual  sites,  for  RI/FS  work  by 

following  an  Expedited  Site  Management  Plan  instead  of  the  FFA  schedule. 
0       Potential  savings  of  $100,000  through  a  simplified  soil  sampling  plan. 

The  Defense  Appropriations  Act  of  1993  directed  that  a  minimum  $200  million  of  the 
$1.2  billion  appropriated  for  Environmental  Restoration,  Defense  be  available  "only  for  the 
expedited  cleanup  of  environmentally  contaminated  sites  and  only  in  accordance  with  a 
comprehensive  plan  submitted  by  the  Secretary  of  Defense. "   The  Department  of  the  Navy 
has  submitted  plans  to  spend  $64.5  million  in  FY  1994  as  part  of  this  expedited  plan. 
Specific  initiatives  under  this  plan  include  performing  interim  remedial  actions,  innovative 
technology  demonstration,  multi-phased  "CLEAN"  (Comprehensive  Long-term  Environmental 
Action  Navy)  contracting,  and  using  parmering  as  a  tool  to  expedite  cleanup. 

One  additional  note.   The  $300  million  reduction  in  FY  1993  Department  of  Defense 
DERA  Account  has  caused  considerable  concern  within  the  Department  of  the  Navy  and 
among  our  State  and  federal  partners.   Our  share  of  this  reduction  was  $80  million,  bringing 
our  FY  1993  program  to  $295  million.    In  absorbing  this  reduction,  we  have  restructured  our 
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FY  1993  program  to  fund  cleanup  actions  at  the  expense  of  performing  some  cleanup  studies. 
We  felt  compelled  to  continue  progress  on  the  purpose  of  the  program  -  actual  cleanup  of 
contanunation  -  and  deferred  our  lowest  priority  cleanup  studies  due  to  limited  funding.   We 
have  explained  our  strategy  to  the  Headquarters  U.  S.  EPA,  and  our  installations  and  EFDs 
are  doing  the  same  at  the  local  and  regional  level.    We  ask  your  support  for  full  funding  of 
our  FY  1994  request. 

BRAC  88  AND  BRAC  91  ENVIRONMENTAL  FUNDING 

The  Department  of  the  Navy  will  close  six  installations  and  realign  one  as  a  result  of 
BRAC  88.   We  will  close  another  16  installations  and  realign  16  activities  as  a  result  of 
BRAC  91.  The  realignment  actions  consolidate  Navy  labs  and  fleet  engineering  activities  into 
warfare  centers.   The  following  table  displays  the  environmental  portion  of  our  BRAC  88  and 
BRAC  91  budgets. 

Environmental  Funding  for  BRAC  88  &  BRAC  91 


1 

FY  1992 

FY  1993 

FY  1994 

BRAC  88 

$16.1M 

$    13.3M 

0 

BRAC  91 

38.9 

133.8 

131.6 

TOTAL 

$55.0M 

$147.  IM 

$131.6M 

Environmental  planning,  compliance,  and  cleanup  costs  are  integral  portions  of  base 
closure  and  realignment  implementation  plans.   Environmental  planning  costs  support  the 
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preparation  of  studies  and  documentation  to  assess  the  potential  impacts  associated  with  base 
realignments  and  property  disposal.   In  compliance  with  the  National  Environmental  Policy     ' 
Act  (NEPA),  environmental  assessments  (£A)  and/or  environmental  impact  statements  (EIS) 
document  impacts  within  the  physical,  biological,  and  socioeconomic  environments  and  foster 
public  interaction  in  the  process.   Compliance  costs  include  asbestos  inventories  and 
abatement  efforts,  RCRA  closure  of  hazardous  waste  storage  or  accumulation  facilities, 
removal  of  PCB  contaminated  equipment,  and  closure  of  underground  storage  tanks.   Qeanup 
costs  support  insolation  restoration  efforts.   No  additional  environmental  funding  is  sought  in 
FY  1994  for  BRAC  88.   Table  4   in  the  Appendix  displays  the  planning,  compliance,  and 
cleanup  portions  of  our  FY  1994  budget  for  BRAC  91. 

Compliance  and  planning  costs  funded  in  the  BRAC  88  or  BRAC  91  accounts  are 
limited  to  such  costs  that  directly  support  the  closure  or  realignment  action.   Compliance 
costs  to  attain  or  remain  in  compliance  with  environmental  regulations  while  the  base  remains 
in  operation  are  funded  by  our  Operations  and  Maintenance  or  Military  Construction 
Accounts,  as  applicable,  not  in  the  BRAC  accounts. 

Most  of  the  BRAC  88  fiinds  are  for  compliance  projects,  particularly  asbestos 
abatement,  and  environmental  planning  efforts.   In  contrast,  actions  at  BRAC  91  installations 
will  involve  significant  cleanup  efforts.  Four  of  the  BRAC  91  installations  are  included  on  the 
U.  S.  NFL  list:   NCBC  Davisville,  RI;  NS  Treasure  Island,  Hunters  Point  Annex,  CA; 
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NAS  Moffett  Field,  CA;  and  NADC  Warminster,  PA  .   We  have  identified  more  than  160 
contaminated  sites  at  closing  installations. 

It  took  many  years  to  create  the  contamination  problems  our  nation  is  facing  today  and 
it  will  take  some  years  to  clean  them  up.  However,  we  believe  the  experience  at  these  BRAC 
sites,  especially  those  participating  in  the  Expedited  Cleanup  Program,  will  help  us  streamline 
cleanup  at  other  sites. 

Because  of  the  Navy  commitment  to  effective  reuse  of  closing  bases,  we  are  working 
to  streamline  cleanup  at  base  closure  locations.   Three  locations  (NAS  Chase  Field,  TX; 
NCBC  Davisville,  RI,  and  NS  Long  Beach,  CA)  are  participating  in  the  formal  Expedited 
Cleanup  Program.     Even  though  cleanup  may  extend  beyond  the  six-year  closure  window  for 
some  installations  (particularly  NPL  sites),  we  will  work  with  community  leaders  to  hasten 
reuse  opportunities  at  all  closure  locations. 

We  have  assigned  the  Naval  Facilities  Engineering  Command  the  ownership  and 
management  functions  for  Navy  bases  after  they  are  operationally  closed,  i.e.,  shutdown. 
After  operational  closure,  environmental  cleanup  and  transfer  or  disposal  of  the  base  property 
become  key  issues.   These  specialized  skills  are  principally  available  from  the  Naval  Facilities 
Engineering  Command.   NAS  Chase  Field,  which  was  part  of  the  BRAC  91  closure, 
officially  ceased  operations  on  1  February  and  was  disestablished.   Cleanup  activity  planned 
in  partnership  with  the  State  of  Texas  and  U.  S.  EPA  will  continue  under  the  responsibility  of 
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the  Naval  Facilities  Engineering  Command.  Reuse  of  much  of  the  fiacility  has  already  begun. 

BRAC93 

The  Secretary  of  Defense  recently  nominated  23  major  Department  of  the  Navy 
closures,  5  major  realignments,  and  a  number  of  minor  actions  to  the  1993  Base  Closure  and 
Realignment  Commission.   A  budget  for  BRAC  93  has  not  yet  been  prepared,  so  I  will  not 
discuss  FY  1994  environmental  funding  requirements.   We  currently  estimate  that  the  cleanup 
costs  for  all  closure  locations  to  be  funded  under  BRAC  93  totals  $600  million.  We  will  be 
developing  the  necessary  detailed  implementation  costs  for  FY  1994  and  beyond  during  an 
internal  budget  review  this  summer,  as  our  base  closure  proposal  progresses  through  the  Base 
Closure  and  Realignment  Commission,  the  President,  and  then  the  Congress. 

I'd  now  like  to  recap  what  we  have  accomplished  with  the  FY  1992  Supplemental 
approved  last  year. 

FY-92  SUPPLEMENTAL 

The  FY  1993  President's  Budget  included  a  request  for  supplemental  funds  in  FY 
1992  in  part  to  accelerate  environmental  compliance  and  cleanup  efforts  within  the 
Department  of  Defense,  including  BRAC  91  locations.   The  Congress  approved  the  FY  1992 
Supplemental  in  late  September,  with  funding  valid  through  the  end  of  FY  1993.   The 
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following  table  displays  funding  provided  to  the  Department  of  the  Navy  as  a  result  of  the  FY 

1992  Supplemental. 

Department  of  the  Navy 
FY  1992  Environmental  Supplemental 


PROGRAM 

FY  1992 

Environmental  Compliance 

$   33M 

Installation  Restoration 

73M 

BRAC91 

20M 

TOTAL 

$126M 

The  environmental  compliance  funding  allowed  us  to  fund  new  Class  1  shortfalls, 
accelerate  three  hazardous  material  control  and  management  programs,  and  perform  an 
asbestos  removal  and  remediation  project. 

$50  million  of  the  Installation  Restoration  funding  was  applied  to  accelerate  cleanup 
studies  at  over  60  installations.   Another  $18  million  supported  cleanup  actions  at  over  30 
installations,  while  $2  million  went  to  expand  ongoing  cleanup  research  projects.   The 
remaining  $S  million  supported  management  functions. 

The  BRAC  91  funding  provided  a  technical  correction  to  transfer  cleanup  funds  from 
the  DERA  Account  to  the  BRAC  91  Account,  and  additional  funds  which  together  provided 
the  majority  of  cleanup  funds  in  this  account. 
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I  would  now  like  to  discuss  a  few  of  our  pollution  prevention  efforts. 
POLLUTION  PREVENTION 

For  many  years,  the  nation's  environmental  strategies  have  focused  on  "end-of-the- 
pipe"  waste  management  and  treatment.   We  now  recognize  that  we  must  reduce  pollution  at 
all  points  in  our  military  and  industrial  processes,  to  reduce  both  the  amount  and  the  toxicity 
of  waste  at  the  end  of  the  process.   Our  pollution  prevention  initiatives  include  source 
reduction,  recycling,  and  waste  minimization. 

SOURCE  REDUCTION 

Source  reduction  seeks  to  reduce  pollution  by  limiting  or  eliminating  the  use  of 
hazardous  or  toxic  materials  in  the  work  place  or  industrial  process.   This  includes  efforts  in 
material  substitution  or  to  replace  operations  that  use  hazardous  materials  with  those  that  do 
not.   We  control  the  use  of  hazardous  material  afloat  through  an  "authorized  use  list"  that 
catalogs  the  proper  use  of  some  5,800  items  and  the  organizational  units  allowed  to  use  the 
item.   This  list  is  a  starting  point  for  substitution  studies  and  resulting  waste  and  emissions 
reductions.   We  are  now  compiling  a  similar  use  list  for  our  shore  activities. 

Source  reduction  is  often  the  product  of  "good  ideas"  from  the  hands  on  industrial  or 
maintenance  workers  and  managers.   These  artisans  have  led  us  to  adopt  high-pressure  parts 
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washers  instead  of  using  large  quantities  of  halogenated  solvent,  and  eliminated  halogenated 
paint  strippers,  chromic  acid  strippers,  carbon  removers,  aerosol-based  oil,  and  corrosion 
inhibitors  in  maintenance  processes.   For  example: 

o     At  Naval  Air  Station,  Miramar,  a  Machinist's  Mate  runs  a  rag  recycling  facility 
where  rags  contaminated  with  paints,  oils,  and  lubricants  from  aircraft 
maintenance  are  washed  and  reused  instead  of  disposed  as  hazardous  waste.  The 
liquid  waste  left  from  the  washing  is  sent  for  incineration. 
0     Naval  Aviation  Depot,  Norfolk  uses  sodium  bicarbonate  (baking  soda)  as  a  low 

cost,  environmentally  safe  alternative  to  chemical  cleansing  of  aircraft  parts. 
o     The  Naval  Warfare  Center  at  Warminster,  Pennsylvania  won  the  U.  S.  EPA 
Administrator's  Award  for  developing  a  new  single  coat  corrosion  prevention 
system  that  reduces  volatile  organic  compound  emissions,  reduces  application  time 
and  materials,  improves  component  stability,  and  reduces  ftiture  paint  removal 
time  and  efforts. 

We  are  also  the  executive  agent  for  the  Department  of  Defense  efforts  to  meet  the  new 
Clean  Air  Act  standards.  The  Clean  Air  Act  Executive  Steering  Committee,  with  members 
from  all  parts  of  Department  of  Defense,  has  focused  on  costs,  participation  in  U.  S.  EPA 
workshops,  and  innovation  to  reduce  air  pollution  in  critical  areas.   One  promising  approach 
is  through  the  use  of  alternative  fuel  vehicles  to  reduce  exhaust  emissions,  particular  in 
National  Ambient  Air  Quality  Standard  non-attainment  areas.   With  the  assistance  of  the 
Washington  Gas  Company,  we  have  already  introduced  1 1  light  duty  alternative  fuel  vehicles 
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powered  by  compressed  natural  gas  this  year  in  Washington  D.  C.   By  the  end  of  FY  1993, 
we  expect  to  have  over  300  alternative  vehicles  operating  in  Navy  and  Marine  Corps 
administrative  vehicle  fleets. 

The  Navy  Supply  System  PRIME  (Plastics  Reduction  in  the  Marine  Environment) 
program  seeks  to  reduce  the  quantity  of  plastics  going  aboard  Navy  Ships  to  assist  the  fleet  in 
complying  with  P.  L  .100-220,  which  will  ban  the  discharge  of  plastics  into  the  world's 
oceans  effective  December  31,  1993.    By  changing  packaging  practices,  using  wet  strength 
paper  bags  instead  of  plastic  bags,  and  product  substitution,  we  have  reduced  plastics  loaded 
onto  our  ships  by  14  percent  (about  700, CKX)  pounds)  per  year  compared  with  1989.   We  have 
also  implemented  a  3  and  20  day  rule  aboard  ships:    food  contaminated  plastic  waste  must  be 
retained  aboard  three  days,  and  clean  plastic  waste  must  be  retained  aboard  for  a  minimum  of 
20  days.   These  changes  have  reduced  the  amount  of  plastics  discharge  to  the  ocean 
environment  by  70  percent.   I  will  further  discuss  our  efforts  to  comply  with  P.  L.  100-220 
as  a  special  interest  item. 

RECYCLING 

Over  95  percent  of  Navy  and  Marine  Corps  installations  have  recycling  programs. 
Materials  collected  and  sold  through  installation  recycling  programs  include  scrap  metal,  high- 
grade  paper,  corrugated  containers,  aluminum  cans,  glass,  plastics,  paint  cans,  newspapers 
from  housing  areas,  scrap  wood,  oil  and  other  wastes  as  markets  develop.  Our  recycling 
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program  has  won  the  National  Recycling  Coalition  Award  and  the  Keep  America  Beautiful 
Award  from  the  U.  S.  EPA.   At  many  of  our  bases,  recycling  generated  revenues  are  used  to 
expand  the  recycling  program  and  also  to  improve  base  day-care  facilities,  build  parks  and 
recreation  facilities. 

Because  of  our  successful  collection  programs,  we  are  especially  conscious  that  a 
market  for  recycled  content  products  is  essential  to  "close  the  loop'  for  solid  waste  reduction. 
We  actively  supported  the  federal  "Buy  Recycled"  trade  fair  last  year  with  other  federal 
agencies  to  help  expand  the  federal  market  for  recycled  content  materials.  This  statement  is 
printed  on  recycled  content  paper. 

WASTE  MINIMIZATION 

Our  progress  in  reducing  hazardous  waste  disposal  is  reflected  in  our  waste 
minimization  statistics.   By  the  end  of  FY  1991,  the  Navy  had  achieved  a  reduction  of  48 
percent  (by  weight,  measured  against  a  FY  1987  baseline)  in  hazardous  waste  disposal.   One 
key  to  this  achievement  has  been  to  improve  the  management  of  'shelf  life"  and  to  reuse 
hazardous  material  internally  before  resale  or  disposal.   We  are  also  studying  whether  shelf 
life  codes  and  procedures  for  specific  materials  are  reasonable,  or  if  they  unnecessarily 
contribute  to  generation  of  hazardous  waste,  and  have  recommended  that  the  General  Services 
Administration  and  the  Defense  Logistic  Agency  extend  the  shelf  life  for  about  SO  products. 
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We  are  extending  many  of  these  initiatives  into  the  acquisition  process  to  minimize 
future  environmental  costs.   DoD  Instruction  5000.2  requires  environmental  analysis  and 
planning  at  the  earliest  possible  time  in  acquisition.   Life  cycle  costs  must  include 
environmental  considerations,  including  ultimate  waste  disposal.    Life  cycle  costs  can  be 
reduced  by  avoiding  the  use  of  hazardous  materials,  always  after  careful  study  to  ensure  that 
the  systems  are  not  weakened  by  the  substitution. 

NATURAL  RESOURCES  MANAGEMENT 

Some  of  the  most  sensitive  and  biologically  diverse  ecosystems  in  our  nation  today  are 
found  at  Navy  and  Marine  Corps  bases.    We  recognize  the  special  responsibility  that 
accompanies  our  ste'A^ardship  and  are  committed  to  conserve  and  manage  these  natural 
resources  entrusted  to  us.   Our  programs  emphasize  resource  protection  and  conservation, 
cooperative  project  ventures,  and  enhanced  public  awareness  and  access.   We  are  committed 
to  full  compliance  with  statutes  protecting  threatened  and  endangered  species,  migratory 
birds,  marine  mammals,  wetlands,  an  other  natural  resources. 

Many  of  our  bases  have  developed  partnerships  with  non-profit  conservation 
organizations,  universities  and  state  agencies  for  forest  management,  soil  and  water 
conservation,  fish  and  wildlife  programs,  and  outdoor  recreation  opportunities.   We  are  active 
parmers  in  the  Neotropical  Migratory  Bird  Conservation  Committee,  the  Coastal  America 
Initiative,  the  Chesapeake  Bay  initiative,  Tlie  Washington  State  Environment  2010  Initiative, 
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and  make  effective  use  of  cooperative  efforts  with  the  Student  Conservation  Association. 

One  example  of  our  proactive  approach  to  environmental  stewardship  is  a  project  to 
save  the  endangered  population  of  the  San  Clemente  Island  loggerhead  shrike.   Naval  Air 
Station,  North  Island,  CA,  which  maintains  the  island,  initiated  a  captive  breeding  program  to 
restore  the  small  birds  to  a  self-sustaining  population.   Navy  biologists  are  leading  a  multi- 
agency  recovery  team  which  includes  personnel  of  the  San  Diego  Zoo,  the  California 
Department  of  Fish  and  Game,  and  the  University  of  California. 

Funding  for  natural  resources  programs  come  from  appropriated  and  non-appropriated 
sources.  The  latter  primarily  originates  from  the  proceeds  of  leasing  agricultural  and  grazing 
land,  and  from  management  of  timber  resources  on  our  installations.   The  revenue  generated 
by  the  productive  use  of  our  land  pays  for  wildlife  habitat  improvements,  watershed 
protection  initiatives,  enhanced  outdoor  recreation  opportunities,  and  a  multitude  of  other 
natural  resource  conservation  initiatives. 

I  would  now  like  to  address  a  few  issues  of  concern  to  the  Department  of  the  Navy. 


25 


269 
ISSUES  OF  CONCERN 

COMPLIANCE  WITH  P.  L.  100-220 

Although  the  international  treaty  MARPOL  exempts  government  vessels,  the  Marine 
Plastic  Pollution  Research  and  Control  Act  (MPPRCA)  of  1987  (PL  100-200),  which 
implements  the  treaty,  prohibits  the  disposal  of  all  plastic  from  U.  S.  Navy  ships  and 
restricts  the  discharge  of  other  garbage  at  sea  in  special  areas,  effective  December  31,  1993. 
The  statute  is  intended  to  provide  maximum  protection  of  marine  mammals,  birds,  and  other 
marine  life  against  floating  hazardous  plastic  debris. 

The  Navy  has  taken  extraordinary  measures  to  comply  with  the  provisions  of  this  Act 
I  previously  mentioned  our  PRIME  program  and  our  3  and  20  day  rule.   These  actions  have 
reduced  our  plastics  waste  discharges  at  sea  by  70  percent. 

Maximum  compliance  for  surface  vessels  can  only  be  achieved  when  we  complete  the 
development  and  installation  of  new  solid  waste  processing  equipment  aboard  our  ships.  We 
are  giving  priority  status  to  accelerate  the  development,  procurement,  delivery  and  installation 
of  this  equipment.  However,  we  will  not  be  able  to  fully  comply  with  the  zero  plastics 
discharge  requirement  of  MPPRCA  by  December  31,  1993  because  the  solid  waste  processing 
equipment  cannot  be  developed  and  installed  on  all  ships  by  that  date.   We  cannot  store  food 
ctmtaminated  plastic  waste  on  board  for  more  than  three  days  without  unacceptable  odors,  and 
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potential  fire,  health  and  sanitation  risks. 

We  will  be  submitting  a  report  to  Congress  on  our  efforts  and  accomplishments  to 
date,  as  required  by  MPPRCA,  and  are  currently  working  on  a  proposal  to  extend  the 
compliance  deadline  to  December  1998.   This  proposal  would  also  exempt  submarines  from 
MPPRCA  because  of  space  limitations  and  the  closed  environment,  and  restrict  surface  ships 
operating  in  designated  special  areas  from  the  discharge  of  plastics  and  floating  debris. 
Currently,  MPPRCA  prohibits  all  solid  waste  discharges,  except  food  wastes  beyond  12 
nautical  miles,  in  these  special  areas.   The  five-year  extension  would  allow  us  to  complete  the 
development,  testing,  procurement  and  installation  of  solid  waste  puipers,  metal/glass 
shredders,  and  plastic  waste  processors  aboard  our  surface  ships  and  attain  maximum 
compliance  with  MPPRCA. 

OZONE  DEPLETING  SUBSTANCE  (ODS)  PROGRAM 

Concern  for  depletion  of  the  stratospheric  ozone  layer  has  focused  worldwide  attention 
on,  and  placed  increasingly  stringent  controls  on  the  production  of,  CFCs,  halons,  and  certain 
other  compounds  known  collectively  as  ODS.   The  1990  Clean  Air  Act  Amendments  adopted 
the  1989  Montreal  Protocol  production  phaseout  for  CFCs  and  halons  by  2000.   In  Fd>niary 
1992,  the  President  advanced  the  production  phaseout  of  Class  I  ODS  (defined  as  substances 
with  an  ozone  depleting  potential  of  0.7  or  greater)  to  December  199S.   And  in  November 
1992,  parties  to  the  Protocol  further  accelerated  the  halon  production  phaseout  to  January 
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1994  an'd  lowered  1994  and  1995  CFC  production  quotas  to  25  percent  of  1986  levels. 

The  Department  of  the  Navy  has  a  number  of  mission  critical  uses  for  ODS 
compounds.   CFC-11  and  CFC-12  are  used  as  refrigerants  on  ships,  aircraft,  and  in  shore 
facilities.   CFC-114  is  used  in  Navy  ship  and  submarine  chilled  water  plants  and  on  some 
Navy  aircraft.   Halon  1301  is  used  on  all  ships  and  over  3,600  aircraft  for  fire  protection  and 
explosion  suppression.   Halon  1211  is  used  for  flight  line  fire  protection;  crash,  fire,  and 
rescue  vehicles;  and  aircraft  fire  protection  on  air  capable  ships.    CFC- 113  and  methyl 
chloroform  are  used  extensively  in  the  Navy  as  solvents  and  cleaning  agents. 

The  Department  of  the  Navy  began  an  extensive  research  and  development  program  in 
1989  to  find  suitable  drop-in  replacements  or  alternative  technologies.   We  have  joined  with 
industry  and  the  other  services  to  find  and  develop  alternatives.   But  the  task  is  not  easy,  and 
has  been  made  more  challenging  by  the  accelerated  phase  out  dates  of  Class  I  substances  and 
the  uncertainty  surrounding  Class  II  (defined  as  having  an  ozone  depleting  potential  of  0.2  or 
less)  HCFC  production  phase  out  dates. 

We  are  spending  $16.5  million  in  FY  1993  ODS  research  and  development,  and  our 
budget  request  includes  $26.2  million  in  FY  1994.    We  have  developed  and  are  testing 
HFC- 134a  (a  non-ozone  depleting  substance)  based  air-conditioning  and  refrigeration 
equipment  to  convert  existing  CFC-12  shipboard  plants.    If  successful  we  would  begin  to 
back-fit  over  400  shipboard  air  conditioning  plants  beginning  in  FY  1994.   In  1990,  we 
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adopted  sulfur  hexafluoride  as  a  test  gas  for  Navy  shipboard  fire  protection  systems.  This 
reduced  the  Navy's  annual  demand  for  Halon  1301  by  60%.   We  are  purchasing  CFC 
recovery/recycling  equipment  to  service  motor  vehicles,  stationary  systems,  shipboard 
systems  and  aircraft  systems.  The  Navy  began  development  of  a  high  efficiency  Halon  1211 
recycling  system  in  1987.   Since  1990  the  Department  of  the  Navy  has  deployed  over  200  of 
these  systems  to  Navy  and  Marine  Corps  Air  Stations  worldwide.   The  Air  Force  and  Army 
are  currently  procuring  systems  under  the  Navy  contract. 

Based  on  our  success,  the  U.  S.  EPA  and  United  Nations  Development  Programme 
have  asked,  and  fiinded,  the  Department  of  the  Navy  to  develop,  and  conduct,  Halon  1211 
Recycling  and  Conservation  Conferences  to  assist  developing  countries  who  are  signatories  to 
the  Montreal  Protocol.  Conferences  have  been  hosted  by  Marine  Corps  Air  Stations  in 
Okinawa,  Japan  and  Beaufort,  South  Carolina  for  23  developing  countries  and  a  third 
conference  is  being  conducted  in  Beijing,  China. 

The  Department  of  the  Navy  has  conducted  a  comprehensive  inventory  of  all  ship, 
aircraft,  armored  vehicle,  and  shore  facility  equipment  containing  ODS.   We  have  identified 
the  mission  critical  s^lications  for  which  we  must  continue  to  use  ODS  until  safe,  suitable 
alternatives  are  found.  We  are  working  with  the  other  services  and  the  Defense  Logistics 
Agency  to  establish  a  Defense  Reserve  of  ODS  to  support  these  mission  critical  requirements. 
We  are  also  working  with  the  U.  S.  EPA  to  identify  potential  sources,  both  domestic  and 
international,  for  recycled  halons  that  would  minimize,  or  eliminate,  the  need  for  continued 


29 


273 

production. 

The  Department  is  developing  an  aggressive  policy  for  the  conversion  and  replacement 
of  existing  equipment  containing  ODS.   We  will  need  your  continuing  support  to  fund  ODS 
related  research  and  development  costs,  as  well  as  implementation  costs  for  whatever 
alternatives  are  found.   And,  until  suitable  alternatives  are  found,  we  will  need  your  support 
to  maintain  the  Defense  Reserve  for  mission  critical  applications. 

FUTURE  ENVIRONMENTAL  FUNDEVG  REQUIREMENTS 

We  do  not  determine  the  "requirements"  to  meet  environmental  statutory  or  regulatory 
standards  -  these  standards  are  set  by  the  Congress,  the  U.  S.  EPA,  and  sute  and  local 
environmental  regulators.   We  try  to  work  with  federal  and  state  regulators  to  help  them 
appreciate  the  sometimes  unique  nature  of  our  operations  and  the  cost  of  proposals,  and  then 
seek  the  most  cost  effective  and  timely  solution  to  achieve  full  compliance  once  the  standard 
is  implemented. 

The  dramatic  growth  in  our  environmental  funding,  when  the  Department  of  the  Navy 
budget  is  rapidly  declining,  is  testimony  to  our  commitment  to  comply  with  all  federal,  state, 
and  local  environmental  standards. 

Let  me  assure  you  that  the  FY  1994  Department  of  the  Navy  environmental  budget 
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fully  funds  all  presently  known  legal  requirements  for  both  compliance  and  cleanup.   Having 
said  that,  let  me  also  say  that  "keeping  up"  is  not  an  easy  task  in  the  ever  changing  landscape 
of  environmental  regulation.   Environmental  regulations  continue  to  proliferate.   New  Class  I 
and  Class  II  compliance  requirements  are  being  generated  by  regulators.   Future  unknowns 
include  the  impact  of:  1990  Clean  Air  Act  implementing  regulations,  the  1992  Federal 
Facilities  Compliance  Act  and  the  establishment  of  final  governing  standards  for  overseas 
environmental  compliance.   The  Department  of  the  Navy  does  not  budget  for  or  maintain  a 
"contingency  fund*  for  these  unknown  future  requirements. 

While  the  Department  of  the  Navy  will  continue  to  fund  all  projects  required  to  ensure 
full  compliance  with  environmental  statutes  and  regulations,  we  will  need  your  support  to 
help  us  meet  our  commitments. 

CONCLUSION 

In  conclusion,  the  Navy-Marine  Corps  team  realizes  and  accepts  the  natural  resources 
stewardship  and  environmental  protection  responsibility  that  accompanies  its  global  operations 
on  land,  at  sea,  and  in  the  air.   We  are  committed  to  improving  our  environmental  practices 
through  management  actions,  new  initiatives,  and  the  additional  resources  needed  to  do  the 
job  right.   This  budget  will  carry  us  further  toward  our  ultimate  goal  that  the  Navy  and 
Marine  Corps  will  fulfill  its  national  defense  mission  while  carrying  out  in  full  our  obligation 
to  be  a  good  environmental  steward.   1  ask  for  your  continuing  support  to  fund  our  growing 
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and  robust  environmental  program. 

That  concludes  my  statement.   I  would  welcome  any  questions  that  you  may  want  to 
ask. 
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APPENDIX 


TABLE  1 


Dq>artment  of  the  Navy 
FY  1994  Environmental  Compliance  Budget 


ACCOUNT 

FY  1992 

FY  1993 

FY  1994 

Operations  &  Maintenance,  Navy 

$284  M 

$158  M 

$267  M 

Operations  &  Maintenance,  Navy  Reserve 

3 

4 

7 

Operations  &  Maintenance,  Marine  Corps 

53 

46 

70 

Operations  &  Maintenance,  Marine  Corps  Reserve 

<  1 

<  1 

<  1 

Military  Construction,  Navy 

51 

78 

134 

Military  Construction,  Navy  Reserve 

0 

6 

0 

Other  Procurement,  Navy 

39 

39 

31 

Other  Procurement,  Marine  Corps 

<  1 

<  1 

<  1 

Research,  Development,  Test  &  Evaluation,  Navy 

36 

52 

66 

Real  Property  Maintenance,  Defense 

0 

91 

0 

Defense  Business  Operations  Fund 

220 

294 

354 

Add  TOTAL 

$687  M 

$769  M 

$930  M 

NOTE:   FY  1993  Real  Property  Maintenance  account  includes  funding  for  major  repair 
environmental  projects  included  in  the  FY  1992  and  FY  1994  Operation  and  Maintenance, 
Navy,  Operation  and  Maintenance,  Navy  Reserve,  and  Operations  and  Maintenance,  Marine 
Corps  accounts.   Columns  man  not  add  due  to  rounding. 
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TABLE  2 


Department  of  the  Navy 
FY  1994  Environmental  Construction  Projects 


PROJECT,  LOCATION 

AMOUNT 

Hazardous  Waste  Storage,  Portsmouth  NSY,  NH 

$   4.8M 

Submarine  Oily  Waste  Treatment,  NSB  New  London,  CT 

5.7 

Hazardous  Waste  Transfer  Facility,  NSB  New  London,  CT 

1.4 

1  Trash  Recycling  FaciUty,  PWC  Norfolk,  VA 

5.3 

Sludge  Wastewater  Treatment  Plant,  NSC  Norfolk,  VA 

11.7 

Hazardous  Waste  Storage  FaciUty,  USEAWARENGSTA,  Keyport,  WA 

9.0 

Fire  Fighting  Training  Facility,  NAS  Barbers  Point,  HI 

1.4 

Sewage  Facility,  MCB  Camp  Pendleton,  CA 

7.9 

Jet  Fuel  Delivery  System  Improvements,  MCAS  Beaufort.  SC 

2.5 

Sewage  System  Improvements,  NAS  Cecil  Field,  FL 

1.5 

Pollution  Control  Equipment,  NS  Mayport,  FL 

3.3 

Hazardous  Waste  Storage  Facility,  NWS  Earle,  NJ 

0.9 

Industrial  Waste  Treatment  Facility,  MCLB  Barstow,  CA 

8.7 

Industrial  Wastewater  Treatment  Plant,  PWC  Pearl  Harbor,  HI 

18.6 

Sewage  Collection  Facilities,  PWC  Pearl  Harbor,  HI 

9.0 

Fire  Fighting  Mock-up,  NAS  Lemoore,  CA 

1.9 

u 

Waste  Treatment  Upgrade,  MCB  Camp  Lejeune,  NC 

28.3 

Landfill,  MCB  Camp  Lejeune,  NC 

7.7 

Oily  Waste  Recovery  Facility,  NSB  Bangor,  WA 

1.4 

1  VARLOC  wastewater  collection  and  treatment 

3.3 

1  TOTAL 

$134.3M 
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TABLES 


Department  of  the  Navy 
Environmental  Restoration  by  Type  of  Work 


1                              PHASE 

FY  1992 

FY  1993 

FY  1994 

Studies 

$220M 

$125M 

$172M 

Cleanup 

51 

112 

220 

Management 

35 

47 

48 

Hazardous  Waste  Management 

6 

4 

0 

Research  &  Development 

2 

7 

10 

TOTAL 

$314M 

$295M 

$450M 

Notes:  -  Studies  includes  PA/SI,  RI/FS,  and  UST  RI 

-  Qeanup  includes  RD/RD  and  UST  RA 

-  Management  includes  salaries 

-  Hazardous  waste  management  is  funded  with  Operations  and  Maintenance,  Navy 
funds  beginning  in  FY  1994 
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TABLE  4 


Department  of  the  Navy 
BRAC  91  Environmental  Funds 


FY  1994 

Environmental  Planning 

$   3.4M 

Environmental  Compliance 

45.6 

Environmental  Restoration 

82.6 

TOTAL 

$131. 6M 
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[The  statement  of  Mr.  Vest  follows:] 

DEPARTHENT  OF  THE  AIR  FORCE 

PRESENTATION  TO  THE  COMMITTEE  ON  APPROPRIATIONS 

SUBCOMMITTEE  ON  DEFENSE 

UNITED  STATES  HOUSE  OF  REPRESENTATIVES 


SUBJECT:   DEPARTMENT  OF  DEFENSE  EN\nRONMENTAL  PROGRAM 


STATEMENT  OF:   MR.  GARY  D.  VEST 

DEPUTT  ASSISTANT  SECRETARY  OF  THE  AIR  FORCE 
(ENVIRONMENT,  SAFETT  AND  OCCUPATIONAL  HEALTH) 


APRIL  1993 


NOT  FOR  PUBLICATION  UNTIL  RELEASED 
B7  THE  COMMITTEE  ON  APPROPRIATION 
UNITED  STATES  HOUSE  OF  REPRESENTATIVES 
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Biography 

United  States  Air  Force 

Secretary  of  the  Air  Force,  Office  of  Public  Affairs,  Washington,  D.C.  20330-1000 


GARY  D.  VEST 


Gary  D.  Vest  is  deputy  assistant  secretary  of  the  Air  Force  for 
environment,  safety  and  occupational  health,  Office  of  the  Assistant 
Secretary  of  the  Air  Force,  Manpower,  Reserve  Affairs,  Installations  and 
Environment,  Washington,  DC.  He  establishes  policy  for,  and  oversees, 
worldwide  Air  Force  environmental,  occupational  safety  and  health, 
base  comprehensive  planning,  natural  resources,  community  economic 
impact,  and  interagency  and  intergovernmental  coordination  matters. 
He  also  has  extensive  involvement  in  a  wide  range  of  operational 
infrastructure  matters  such  as  airspace  use,  air-to-ground  weapons 
ranges,  munitions  storage,  and  air  base  performance  and  operability. 

Mr.  Vest  was  bom  March  4,  1946,  in  Montebello,  Calif.,  and  grew  up 
in  Idaho.  He  attended  the  University  of  Idaho  as  a  General  Motors 
scholar  and  graduated  in  1968  with  a  degree  in  political  science.  He 
was  a  Richard  King  Mellon  fellow  at  the  University  of  Washington 
Graduate  School,  where  he  received  a  master's  degree  in  urban 
planning  in  1970. 

During  the  period  1964-1971,  Mr.  Vest  held  positions  with  the  Department  of  Interior  Bureau  of  Land 
Management,  University  of  Idaho,  University  of  Washington,  a  municipality  and  a  real  estate  consulting  firm. 

Mr.  Vest,  a  distinguished  graduate  of  the  Air  Force  Reserve  Officer  Training  Corps  program,  was 
commissioned  as  a  second  lieutenant  in  1970.  He  began  his  military  career  in  1971  at  Laughlin  Air  Force  Base, 
Texas,  where  he  served  as  civil  engineering  chief  of  programs,  assistant  chief  of  programs  and  base  master 
planner.  During  this  period,  he  also  was  a  university  instructor  of  real  estate.  In  1972  he  transferred  to 
Headquarters  Air  Training  Command,  Randolph  Air  Force  Base,  Texas,  as  assistant  chief  of  base  master  planning. 

In  1973  he  was  assigned  to  the  staff  of  the  director  of  civil  engineering  at  Headquarters  U.S.  Air  Force, 
Washington,  D.C,  and  participated  in  the  estat)lishment  of  the  Air  Force  environmental  planning  function.  In  mid- 
1974  he  left  active  duty  and  became  the  assistant  to  the  chief  of  the  environmental  division.  His  major 
assignments,  through  1981,  included  initiation  and  management  of  the  Air  Installation  Compatible  Use  Zone,  and 
interagency  and  intergovemmental  coordination  for  environmental  planning  programs,  management  of  Office  of 
Management  and  Budget  Circular  A-95  intergovernmental  coordination  activities,  and  program  management  of 
the  MX  missile  planning  assistance  program  in  Nevada  and  Utah. 

In  December  1981  Mr.  Vest  was  selected  for  the  first  and  only  Air  Force  Senior  Executive  Service  candidate 
development  program.  During  1982  he  attended  executive  training  sessions,  traveled  extensively  throughout  the 
United  States  and  abroad,  and  conducted  developmental  assignments.  In  January  1983  Mr.  Vest  transferred  to 
the  Office  of  the  Assistant  Secretary  of  the  Air  Force  as  acting  deputy  for  environment  and  safety.  In  October 
1983  he  became  a  member  of  the  Senior  Executive  Service  and  served  as  deputy  for  environment  and  safety.  In 
1985  he  was  designated  deputy  for  environment,  safety  and  occupational  health.  He  assumed  his  present 
position  in  November  1987. 
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During  1986-87,  Mr.  Vest  was  the  senior  dvRian  participant  In  the  Air  Force  Scientific  Advisory  Board  summer 
study  on  air  ttase  performance.  Also,  he  is  chairman  of  the  Air  Force  Board  for  the  Correction  of  Mlitary  Records, 
co-chairman  of  the  Air  Force  Environmental  Protection  Committee  and  represents  the  Air  Force  on  several 
Department  of  Defense  policy  groups. 

His  professional  affiliations  Include  the  American  Planning  Association,  American  Institute  of  Certified 
Planners,  Air  Force  Association,  Senior  Executive  Association,  American  Defense  Preparedness  Association,  Air 
Force  IHIstoricai  Foundation,  Society  of  American  MHitary  Engineers  and  Defense  Fire  Protection  Association.  He 
has  received  the  Presidential  Meritorious  Executive  Rank,  Air  Force  Meritorious  Civilian  Service  Award  and  has 
been  listed  in  Who's  Who  In  Engineering,  International  Who's  Who  In  Engineering,  and  Who's  Who  in  Technology 
Today. 

Mr.  Vest  is  nrtarried  to  the  former  Camilla  Bonzer  of  Long  Beach,  Calif.  They  have  a  son,  Jason. 
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MR.  CHMRMAN  AND  MEMBERS  OF  THE  COMMITTEE: 

I  am  pleased  to  have  this  opportunity  to  discuss  the  Air 
Force  environmental  program.   I  will  focus  my  comments  on 
environmental  restoration,  compliance  and  pollution  prevention. 
As  a  preface  to  my  remarks,  I  would  like  to  point  out  that  the 
Air  Force  was  recently  selected  as  the  first  agency  to  receive 
the  Federal  Environmental  Quality  Award  for  excellence  through 
implementation  of  the  National  Environmental  Policy  Act.   This 
award  highlights  the  Air  Force's  commitment  to  the  environment. 

The  progreun  I  will  discuss  today  covers  all  three 
components  of  the  Air  Force;  actlv6,  reserve  and  Air  National 
Guard,  and  we  are  pleased  with  the  progress  we  are  making  In  the 
environmental  area.   Over  the  past  several  years,  we  have 
Instituted  some  major  changes  In  handling  environmental  Issues. 
For  Installation  restoration,  we  changed  to  a  "bias  for  action" 
and  more  them  tripled  the  cleanup  budget  since  F790  to  our  FY94 
request  of  $557M.    We  have  also  made  compliance  with  present 
laws  and  regulations  otir  number  one  priority,  because  it  is  not 
an  option  —  It  is  em  obligation.  We  raised  the  visibility  of 
environmental  compllemce  by  creating  a  budget  program  to  track 
compliance  costs.   The  F794  environmental  compliance  budget  of 
$655M  is  75%  greater  than  when  we  started  this  program. 
Finally,  %fe  are  making  a  conscious  effort  towards  the  future  to 
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prevent  situations  leading  to  non-compliance  with  environmental 
laws  and  regulations  through  our  pollution  prevention  program,  a 
new  initiative  for  FT94  with  a  budget  of  $117M.   The  senior  Air 
Force  leadership  has  committed  to  investing  in  pollution 
prevention  through  research  smd  development,  and  hazardous 
material /waste  minimization.   We  were  able  to  allocate  $115M 
from  the  F792  environmental  supplemental  to  jumpstart  our 
efforts  in  pollution  prevention.   We  believe  our  focus  on  the 
environment  will  pay  big  dividends  to  the  Air  Force  and  the 
Nation . 

INSTALLATION  RESTORATION  PROGRAM 

I  would  now  like  to  turn  my  discussion  to  our  restoration 
efforts  —  cleaning  up  contaminated  sites.  We  have  emphasized 
our  "bias  for  action"  —  getting  out  of  the  study  stage  and  into 
the  remedial  action  phase  of  cleanup.   The  Air  Force  restoration 
program  is  split  between  the  Defense  Environmental  Restoration 
Account  (DERA)  for  active  installations,  and  the  Base 
Realignment  and  Closure  (BRAC)  Account,  which  covers  bases  to  be 
closed  as  part  of  the  1989  and  1991  Closiire  Commission 
decisions . 
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After  more  than  doubling  the  cleemup  budget  in  Fy91  to  $386M 
we  continued  our  commitment  in  FY92  with  a  budget  of  $398M  and 

2 


285 


were  able  to  finish  work  at  26%  of  our  4,400  sites.   This  year 
between  our  F793  budget  ($400M)  and  FY  92  Supplemental  funding 
($131M)  we  will  spend  a  total  of  $531M  on  restoration,  almost 
half  of  which  will  be  remedial  design  and  remedial  actions .   For 
FY94  we  propose  a  budget  of  $557M,  «^lch  will  cover  otir  legal 
requirements.   We  will  perform  work  i^ere  we  have  signed  an 
agreement  with  the  regulators,  or  have  a  statutory  obligation. 

To  measure  our  progress,  we  have  defined  cleanup  to  mean:  a 
decision  has  been  made  that  no  further  action  Is  required, 
remedial  action  has  been  completed,  or  a  remedial  action  Is 
underway  but  will  require  several  years  of  operation/monitoring. 
He  anticipate  approximately  half  of  our  sites  will  require 
remedial  action.   Once  we  determine  the  cleanup  effort  for  a 
site  Is  completed,  a  decision  document  Is  prepared  outlining  the 
actions  we  have  taken  emd  why  no  further  action  Is  necessary  at 
that  site.   We  finished  26%  of  our  4,400  sites  In  FT92.   Our 
goal  for  FY93  Is  to  finish  50%  of  our  4,400  sites. 

We  have  challenged  our  people  to  streeunllne  all  phases  of 
our  restoration  program  and  take  advantage  of  emy  opportunities 
that  allow  us  to  reach  cleanup  quicker.   Our  people  are  working 
hard  to  meet  that  challenge,  and  producing  Impressive  results. 
I  asked  the  environmental  staffs  at  March  and  McClellan  AFBs  to 
do  an  unconstrained  review  of  their  requirements  and  see  %^at 
they  could  save  In  remediation  costs.  March's  staff  worked 
closely  with  the  regulators  and  the  local  community,  and  was 
able  to  reduce  estimates  for  restoration  from  $300M  to  $122M. 
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At  HcClellan  they  were  able  to  reduce  their  program  estimates  by 
over  $500M. 

Diirlng  the  past  year  and  a  half,  the  Air  Force  has  been 
part  of  a  major  collaborative  effort  with  the  other  Services, 
the  Environmental  Protection  Agency  (EPA)  and  the  Department  of 
Energy  (DOE)  to  improve  the  cleemup  process.   He  have  compiled  a 
comprehensive  list  of  recommendations  from  these  sessions  and 
are  aggressively  working  together  to  prioritize  and  implement 
them.   These  efforts  will  pay  large  dividends  in  the  foim  of 
reduced  time  and  cost  for  our  cleanup  efforts. 

Another  initiative  we  are  working  with  the  regulators  is 
"an  integrated  decision  approach."   The  first  step  of  this 
process  is  to  develop  a  memagement  action  plan  (MAP)  which 
integrates  all  ongoing  cleanup  activities  (regardless  of  which 
environmental  law  they  are  governed  by)  into  a  comprehensive  and 
centralized  cleanup  action  plan  for  the  base.   This  approach  has 
the  major  advantages  of  enhancing  Federal  Facility  Agreements, 
underground  storage  tank  cleanup  progreuns,  and  other  hazardous 
waste  cleanup  activities  by  summarizing  the  status  of  these 
activities;  presenting  a  long  range  base  wide  response  strategy; 
and  including  a  master  schedule  of  all  planned  emd  anticipated 
environmental  response  activities . 

In  a  third  initiative,  the  Air  Force  is  trying  to  move 
"data  management"  for  our  cleanup  program  into  the  twenty-first 
century  by  emphasizing  the  use  of  computer  based  tools  to  assist 
with  the  evaluation  of  complex  sites  instead  of  hard  copy  data. 
In  fact,  we  have  approached  several  EPA  regions  with  the  concept 
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of  providing  them  computer  discs  of  all  relevant  technical  data 
in  lieu  of  boxes  of  paper  reports. 

We  also  want  to  use  "logic  systems"  which  build  on  past 
experience  to  assist  us  in  narrowing  the  options  for 
revalidation.   One  example  is  accomplishing  focused  remedial 
investigations/feasibility  studies  which  take  advantage  of 
previous  studies.   There  is  a  great  deal  of  information  on 
closed  sites  available  in  the  federal  and  private  sector  which 
can  be  used  to  our  advantage.  We  plan  to  use  "generic 
solutions",  adapting  proven  cleanup  alternatives  from  similar 
contaminants  and  site  conditions  without  treating  each  site  as  a 
completely  new  situation.  We  believe  the  use  of  these  computer 
tools  with  regulatory  and  commiinity  involvement  will  increase 
our  knowledge  of  our  complex  sites  and  accelerate  the  cleanup 
decision  making  process. 

The  Air  Force  is  also  making  great  advances  in  terms  of 
integrating  "cutting  edge"  technology  into  all  aspects  of  our 
cleanup  effort.   The  Air  Force  Center  for  Environmental 
Excellence  (AFCEE)  and  Air  Force  Civil  Engineering  Support 
Agency  (AFCESA)  are  constantly  testing  the  feasibility  of  new 
technology  for-  use  Air  Force  wide.  -  One  of  these  technologies  is 
bioventing.   Through  pilot  tests,  bioventing  has  been  shown  to 
be  a  cost  effective  remedial  technology  for  fuel  conteuninated 
soil.   Based  on  the  test  results  ,  an  Air  Force  wide  initiative 
began  in  1992  with  fifty-five  initial  sites.   This  year,  83 
additional  sites  will  use  bioventing  as  the  preferred  remedial 
technology. 
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BRAC 


BRAC  Round  I,  urtilch  Involves  the  closure  of  five  Air 
Force  installations  identified  by  the  1988  Commission,  had  a 
budget  of  $127. 4M  for  FY92,  has  $37. 7M  for  environmental  clecmup 
this  year,  and  $18. 5M  for  F794.   Our  request  of  $18. 5M  will 
cover  BRAC  88  requirements  through  FT  94 . 

I  would  like  to  themk  you  for  your  support  in  providing 
$178M  in  FY92  Supplemental  funds,  n^ich  is  helping  us  in  cleanup 
efforts  at  Closure  91  installations.   Unfortunately,  the  bill 
was  not  passed  until  late  in  Fiscal  1992  and  so  we  are  behind 
whezB   we  would  like  to  be  in  the  process.   For  this  year  the  Air 
Force  BRAC  II  environmental  budget  is  $230. 5M,  with  a  proposed 
budget  of  $112. 9M  in  FY94. 

The  initiatives  discussed  for  our  active  bases  under 
DERA  also  apply  to  cleanup  at  our  closure  installations.   But  we 
have  the  added  issue  of  accelerating  cleanup  at  the  closure 
bases  so  the  local  communities  can  quickly  get  the  installations 
back  into  economically  productive  reuse. 

The  Air  Force  cleanup  strategy  for  closing  installations 
is  to  divide  each  base  into  parcels,  considering  the  proposed 
reuse  in  development  of  the  layout  of  these  parcels.   By 
focusing  on  cleanup  at  parcels  rather  than  base-wide,  we  cem 
concentrate  on  more  quickly  putting  these  parcels  back  into 
productive  use  to  the  benefit  of  the  local  community,  and 
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alleviating  the  problem  of  holding  up  reuse  at  the  entire  base 
because  of  a  problem  at  one  portion  of  it. 

Another  approach  to  speed  cleanup  and  reuse  is  to 
accelerate  interim  remedial  actions.  We  use  a  proven  technology 
to  stop  the  spread  of  contamination,  or  to  begin  cleanup,  while 
the  final  remedial  action  is  designed,  approved  by  the 
regulators,  and  then  installed. 

ENVIRONMENTAL  COMPLIANCE 

I  would  like  to  reemphasize  that  achieving  and  sustaining 
compliance  with  environmental  statutes  and  regulations  is  our 
number  one  priority.  We  created  a  line  item  within  the  Air 
Force  budget  in  FY91  to  track  compliance  with  environmental 
requirements  and  give  visibility  to  the  program.   We  budgeted  a 
$379M  program  in  this  account,  but  actually  spent  $510M  from  all 
Air  Force  accounts.   Similarly,  in  FY92  we  budgeted  $345M,  but 
spent  $415M  from  all  sources,  not  including  an  additional  $148M 
received  through  a  late  FY92  supplemental  appropriation.   This 
year  the  compliance  budget  is  $675M. 

For  FY94  we  bring  forward  a  $655M  budget  request  to 
fully  fxmd   all  known  recurring  environmental  compliance 
operations  and  services,  such  as  hazardous  waste  disposal/ 
management,  endangered  species  and  wetlands  management, 
environmental  permits  and  fees,  underground  storage  tank  leak 
testing,  environmental  manpower,  and  training.   This  request 
fully  funds  all  known  requirements  necessary  to  correct 
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situations  which  are  currently  out  of  compliance,  as  well  as 
those  that  address  situations  which  meet  existing  standards  but 
which  face  a  compliance  deadline  in  the  future. 

A  large  part  of  our  F794  compliemce  budget  continues  our 
FY93  efforts  to  correct  infrastructure  problems  that  have  a  high 
potential  for  creating  environmental  problems:   wastewater 
systems  ($101.2  million),  hydrant  refueling  systems  ($8.7 
million),  live  fire  training  facilities  ($8.7  million), 
hazardous  waste  management  facilities  ($4.2  million),  and 
underground  storage  temks  ($78.3  million).   Not  only  were 
existing  compliance  problems  identified  and  funded,  but 
investment  strategies  were  employed  to  ensure  future  compliance 
deadlines  would  be  met.   An  example  is  our  five-year  buy-out  of 
underground  storage  tank  requirements  that  will  ensure  the  Air 
Force  meets  the  December  1998  compliance  deadline.   This  phased 
approach  is  prudent  environmental  and  fiscal  management  and 
another  example  of  Air  Force  abilities  to  minimize  impacts  of 
emergent  environmental  priorities  on  readiness  and  quality  of 
life  progreuns .   The  Air  Force  mission  involves  many  diverse  and 
complex  industrial  operations  and,  despite  our  best  efforts  to 
achieve  full  compliance,  we  receive  notices  of  violation  (called 
NOVs)  from  EPA,  state,  or  local  regulatory  agencies.   To  achieve 
our  goal  of  no  NOVs,  our  primary  objectives  are  to  identify  and 
fix  existing  noncompliance,  to  anticipate  new  requirements  and 
plan,  program,  budget  emd  execute  accordingly. 

We  are  encouraged  that  our  open  enforcement  actions  have 
remained  virtually  unchanged  over  the  past  year  in  the  midst  of 
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increasing  regulations  and  inspections.   The  most  recent 
quarterly  compliance  status  which  was  updated  in  January  showed 
that  the  Air  Force  and  Air  National  Guard  had  246  open 
enforcement  actions  at  the  end  of  the  first  quarter  of  FY93.   Of 
the  246  open  actions,  we  have  completed  actions  on  79  and  are 
waiting  for  the  regulatory  agencies  to  officially  close  them 
out.   Closer  scrutiny  of  the  246  open  enforcement  actions  shows 
that  hazardous  waste  violations  constitute  53  percent  of  the 
total,  with  container  labeling,  recordkeeping,  and  reporting 
deficiencies  being  among  the  most  cited  problems.  As  a  result, 
we  have  placed  major  emphasis  on  our  hazardous  waste  m£magement 
progreun.   In  1991,  we  established  hazardous  waste  management 
policies  and  implementing  guidance  to  correct  program 
deficiencies  and  improve  our  performance  record.   These  policies 
implemented  changes  to  both  Occupational  Safety  and  Health 
Administration  (OSHA)  and  EPA  hazardous  material  and  waste 
regulations,  and  set  stemdards  for  hazardous  waste  management  at 
home  and  eibroad.   To  assist  in  implementing  this  policy,  our 
commanders  have  been  provided  eun  updated  environmental  self- 
audit  capability  emd  new  hazardous  waste  training  packages. 
Regarding  spill  prevention,  we  established  a  hazardous 
materials  (HAZMAT)  emergency  planning  and  response  program  at 
each  of  our  installations.  The  purpose  of  this  progreun  is  to 
ensure  compliance  with  federal  and  Air  Force  HAZMAT  emergency 
planning  and  response  requirements  and   be  ready  to  respond  to 
accidental  releases  to  preclude  injury  to  people  or  the 
environment . 
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In  the  toxic  substances  area,  we  have  established  a  goal  to 
eliminate  PCBs  from  all  Air  Force  Installations.   We  expect  to 
be  90%  PCB-£ree  at  the  end  of  FY93.   Not  only  will  this 
eliminate  the  potentially  adverse  health  and  environmental 
consequences  of  PCB  releases,  but  It  will  also  assure  us  a  100 
percent  compliance  rate  In  this  program  area. 

We  are  proud  of  our  Environmental  Compliance  Program  and 
our  accomplishments  over  the  past  year  to  Improve  the 
programming  and  budgeting  of  these  requirements.   Compliance 
requirements  span  the  Air  Force  Budget  with  funding  in 
appropriations  such  as  Operations  and  Maintenance,  Military 
Construction,  Procurement,  RDT&E,  Military  Family  Housing, 
Military  Personnel,  Air  Force  Reserves,  Air  National  Guard,  and 
the  Base  Closure  Account,  as  well  as  industrial-fiinded 
activities . 

As  environmental  compliance  is  very  dynamic,  requirements 
emerging  after  the  current  budget  is  developed  may  or  may  not  be 
covered  within  the  environmental  compliance  account.   Although 
there  will  always  be  emergent  requirements  that  must  be 
addressed  during  execution,  the  Air  Force  has  taken  great  steps 
to  minimize  \inplanned  priorities .   We  continue  to  improve  our 
automated  system  for  reporting  requirement  information  mandated 
by  the  EPA  under  0MB  Circular  A-106;  this  system  provides  timely 
requirement  data  which  we  use  to  forecast  installation  budgetary 
requirements.   The  fact  that  for  the  past  several  years  the  Air 
Force  has  spent  more  on  compliance  than  originally  budgeted  is  a 
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sign  of  our  commitment  to  meeting  environmental  laws  and 
regulations . 

POLLUTION  PREVENTION 

During  this  past  year,  our  pollution  prevention  program  has 
matured  to  the  point  that  we  are  now  using  prevention  as  our 
first  strategy  to  meet  environmental  compliance  standards . 
Where  we  cannot  eliminate  pollution,  we  are  making  sure  the 
pollution  is  managed  in  accordeuice  with  all  compliaince  laws  and 
regulations . 

In  November  1991,  the  Secretary  of  the  Air  Force  and  the 
Chief  of  Staff  signed  a  memoremdum  to  all  major  command 
commanders,  assistant  secretaries,  and  deputy  chiefs  of  staff, 
proposing  an  aggressive  pollution  prevention  action  plan,  with 
specific  goals,  objectives  and  timelines.   The  memorandum  asked 
for  feedback  to  make  sure  the  goals  are  achievable,  and  for 
their  resource  requirements.   The  responses  were  overwhelmingly 
enthusiastic.   We  used  the  inputs  to  formally  integrate 
pollution  prevention  funding  into  our  budgeting  process,  create 
a  separate  program  element  to  track  our  investments,  and 
integrate  pollution  prevention  into  our  manpower  standards. 
FY94  marks  the  first  year  of  this  new  program  element  in  the 
budget  cycle,  when  our  request  is  $117M. 

In  January  1993,  the  Secretary  of  the  Air  Force  and  Chief 
of  Staff  issued  the  final  action  plan  memorandum.   The  strategic 
goal  of  the  plan  is  to  reduce  the  emission  of  pollutants  to  the 
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environment  to  as  near  zero  as  feasible.   It  is  a  comprehensive 
plan  that  requires  each  and  every  member  of  the  Air  Force  team 
to  contribute,  and  most  significantly,  assigns  specific 
responsibilities  to  organizations  v^ose  functions  impact  the 
environment.   There  are  six  objectives  in  the  plan: 

The  first  is  to  reduce  the  use  of  hazardous  materials  in 
all  new  system  acquisitions,  from  concept  to  disposal.   Under 
this  objective,  we  are  institutionalizing  pollution  prevention 
into  the  acquisition  process  by  1994  through  the  use  of 
policies,  procedures,  training,  contractual  provisions,  and  by 
proposing  emy  necessary  changes  to  the  Federal  Acquisition 
Regulations . 

The  second  objective  is  to  reduce  the  use  of  hazardous 
materials  from  systems  already  in  the  inventory.   We  are  finding 
more  environmentally  preferable  materials  and  processes  and 
integrating  them  into  our  technical  orders,  military 
specifications  and  military  standards.   This  includes 
eliminating  the  need  for  ozone  depleting  chemicals. 
Additionally,  we  are  on  a  fast  track  to  replace  polluting 
maintenance  processes  with  cleaner  industrial  technologies  at 
our  depots.   As  our  depots  prove  the  effectiveness  of  cleaner 
technologies,  we  are  making  sure  they  find  their  way  to  all  Air 
Force  installations. 

The  third  objective  specifies  reductions  in  material  use 
and  waste  generation  at  our  installations  and  Government  Owned 
Contractor  Operated  (GOCO)  plants.   Under  this  objective,  by 
June  1,  1993,  we  will  no  longer  purchase  new  ozone  depleting 
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chemicals  as  firefighting  agents  or  refrigerants.   By  April  1, 
1994  we  will  no  longer  purchase  ozone  depleting  solvents.  We 
are  also  in  the  process  of  accomplishing  base  level  opportunity 
assessments  at  all  installations  Air  Force  wide.   These 
assessments  become  the  basis  for  identifying  pollution 
prevention  opportunities  that  provide  the  greatest  return  on 
investment  or  are  needed  to  eliminate  our  use  of  ozone  depleting 
chemicals.   Other  targets  of  our  program  include: 

By  the  end  of  1996,  we  will  reduce  our  purchase  of 
the  EPA  17  Industrial  Toxics  by  50%;  reduce  our 
hazardous  waste  disposal  by  25%;  and  reduce  our 
municipal  solid  waste  disposal  by  30%  from  1992 
baselines . 

By  1997,  we  will  reduce  our  municipal  solid  waste  a 
further  20%  from  our  1992  baseline. 

By  1999,  we  will  reduce  our  hazardous  waste  disposal 
by  50%  from  our  1992  baseline. 

Our  concern  over  the  use  of  environmentally  harmful 
deicing  chemicals  caused  us  to  switch  from  ethylene 
glycol  to  propylene  glycol  for  runways  and  taxiways . 
Ethylene  glycol  is  toxic,  and  propylene  glycol  has  a 
high  biological  oxygen  demand  for  breakdown,  so  we  are 
cvirrently  trying  even  more  environmentally  benign 
solutions.   However,  aircraft  still  use  ethylene  glycol 
and  we  are  working  hard  to  find  something  less  harmful. 
We  are  also  implementing  aggressive  hazardous 
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material  sianagement  and  tracking  systems  at  our  non- 
depot  installations.   We  call  this  the  "hazardous 
material  pharmacy"  to  convey  the  idea  that  controls  over 
hazardous  material  issue  and  use  will  be  as  carefully 
controlled  as  prescription  drugs.   Under  the  pharmacy 
concept,  one  organization  on  base  has  the  authority  to 
order  and  dispense  hazardous  materials,  and  store 
hazardous  waste.   Orders  are  carefully  controlled  to 
match  requirements,  issued  only  as  needed,  only  to  those 
v^o  have  a  need,  and  in  limited  quantities. 
Our  fourth  and  fifth  objectives  deal  with  identifying  aund 
applying  new  pollution  prevention  technologies  throughout  the 
Air  Force,  and  developing  them  in  house  if  necessary.   Our  basic 
approach  is  to  review  our  goals  and  objectives  and  assess 
whether  adequate  technologies  exist  to  meet  them,  by  looking 
internally,  government  wide,  and  to  the  private  sector.   Only 
when  our  requirements  cannot  be  met  by  using  existing  technology 
or  using  the  work  of  others,  do  we  initiate  an  Air  Force 
research  and  development  effort. 

Our  final  objective  is  to  develop  and  implement  an 
investment  strategy  to  fund  the  pollution  prevention  program. 
Our  strategy  is  to  tie  investments  to  specific  reductions  in 
material  use,  waste  generation  and  prioritize  requirements  based 
on  return  on  investment.   As  a  result  of  applying  this  approach, 
we  were  able  to  secure  $115H  from  the  FT92  Supplemental 
Appropriation  to  launch  the  Pollution  Prevention  Progreun.   In 
addition,  we  have  secured  an  initiative  in  the  Program  Objective 
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Memorandum  to  maintain  a  pollution  prevention  investment  through 
the  end  of  the  decade.   The  projects  we  have  invested  in  are 
those  needed  to  eliminate  oiir  use  o£  ozone  depleting  chemicals 
and  those  that  provide  a  return  on  investment  of  3  years  or 
less. 

I  believe  pollution  prevention  is  the  key  to  reducing  the 
cost  of  environmental  compliance  and  achieving  economic 
efficiency  while  preserving  the  environment.   Our  program 
integrates  environmental  considerations  into  each  and  every  role 
the  Air  Force  fulfills  in  society  -  consumer,  manufacturer, 
policy  maker,  and  defender;  and  serves  as  a  model  for  the  rest 
of  the  federal  government. 

OTHER  ACTIVITIES 

There  are  two  activities  the  Air  Force  is  iindertaking 
that  I  would  like  to  share  with  you.   Both  are  important 
elements  of  our  environmental  strategy. 

The  first  area  is  in  enviroiunental  education  and 
training.   Recently,  I  conducted  an  environmental  education  and 
training  conference  for  senior  Air  Force  functional  and 
operational  leaders.   The  Chief  and  the  former  Secretary  of  the 
Air  Force  chartered  the  conference  to  review  and  evaluate 
environmental  education  and  training  of  all  Air  Force  people  £md 
to  ensure  we  have  the  collective  skills  needed  to  fulfill  our 
environmental  responsibilities . 
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Our  on-going  effort  to  Increase  environmental  awareness 
throughout  the  Air  Force  began  In  1990,  by  bringing  general 
officers  and  installation  commanders  to  our  Commander's 
Environmental  Leadership  Course  to  reemphasize  enviroiunental 
concerns  and  to  reinforce  our  goal  of  full  environmental 
compliance.   Over  700  senior  officers  have  attended  through 
FY92,  and  we  expect  over  250  Air  Force  leaders  to  attend  this 
year.   The  Air  Force  Reserve  and  Air  National  Guard  have  had 
over  800  officers  attend  also. 

Environmental  issues  and  concerns  are  now  taught  during 
most  initial  technical  training  courses  for  new  recruits,  and 
soon  local  environmental  awareness  and  orientation  will  be  a 
part  of  everyone's  initial  in-processing  onto  an  installation. 
We  are  also  investigating  expansion  of  environmental  awareness 
into  our  professional  military  education  system. 

Environmental  awareness  and  concern  is  only  part  of  the 
solution.   To  meet  our  environmental  challenges  the  Air  Force 
conducts  18  different  environmentally  related  in-resident 
courses.   We  send  over  2,550  students  to  these  courses  every 
year  at  a  cost  of  $2.3M.  Additionally,  we  spend  nearly  $1.4M 
annually  to  send  1650  students  to  short  courses  offered  outside 
of  the  Air  Force. 

The  other  activity  is  our  Environmental  Compliance  and 
Management  Program  ( ECAMP ) .   This  program  provides  the 
installation  commander  an  evaluation  of  his  environmental 
program,  identifies  areas  requiring  commander  focus,  and 
provides  a  basis  for  correcting  weak  areas.  Although  initially 
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focused  on  federal  requirements,  ECAMP  began  last  year  to 
address  the  ever-growing  Impact  of  state  requirements.   We  have 
completed  15  state  manuals,  with  another  15  under  development. 

CONCLUSION 

In  conclusion,  we  are  proud  of  the  progress  we  have  made  in 
cleaning  up  our  contaminated  sites,  improving  our  compliance 
program,  emd  establishing  a  viable  pollution  prevention  program. 
The  Air  Force's  enviroiunental  program  is  both  expanding  and 
becoming  more  complex  due  to  growing  regulatory  requirements. 
We  recognize  that  an  increasing  level  of  resources  is  necessary 
to  carry  out  our  environmental  responsibilities  and  we  have 
teJcen  steps  to  help  ensure  these  resources  are  available.   Our 
compliance  tracking  system,  leadership  oversight,  emd  special 
project  initiatives  form  the  foundation  of  the  Air  Force's 
dynamic  program  to  achieve  environmental  compliemce.   These 
initiatives  and  the  many  others  I  have  addressed  are  integral  to 
the  Air  Force's  continuing  commitment  to  environmental 
excellence. 
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[The  statement  of  Mr.  Reitman  follows:] 


NOT  FOR  PUBLICATION  UNTIL 
RELEASED  BY  THE  H3USE 
APPROPRIATICHS  aMOTIEE, 
EEFETBE  SUBCXMOTIEE 


STEAatMEMT  OF  MR.   JAN  B.   REITMAN 

STAFF  DIRECrai,   ENVIROtMENEAL  AND  SAFETY  POLICY  OFFICE 

EEFENSE  LOGISTICS  AGENCY 

BEFORE  THE 

'         ttXISE  APPROPRIATIONS  aMOTIEE, 

DEFENSE  SUBCCWMITTEE 

20  APRIL  1993 


NOT  FOR  PUBLICATION  UNTIL 
RELEASED  BY  THE  HOUSE 
APPROPRIATIONS  aCfMITTEE, 
EEFENSE  SUBOCMMITTEE 
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MR.  CHAIRMAN  AND  MEfEEBS  CF  THE  CXXMITIEE: 


INmOGUCnGN: 

I  AM  JAN  REnMAN,  STAFF  DIRBCK»  OF  THE  ENVIRCXMEKEAL  AND  SAPEIY  PQLICy 
OFFICE  AT  1HE  DEFENSE  WGISTICS  AOICY.      I  APPRECIAIE  THIS  CPPORIUNITy  TO 
INSCRIBE  OUR  ENVIRQMMENEAL  PROGRAMS.     TODAY  I  WILL  SUMMARIZE  THE  DEA 
EKVIROroiENEAL  CCMFLIANCE  AND  ENVIR0N4ENEAL  RESTORATION  PROQV^MS  AND  SOME  OF 
OUR  RECENT  AOOCMPLISHMENTS.     I  Wlli  ALSO  DESCRIBE  SOME  OF  THE  IMPORTANT 
SERVICES  WE  PROVIDE  WHICH  AID  THE  MILITARy  IXPARIMENIS  IN  THE  ACCOMPLISHMENT 
OF  THEIR  ENVIROroiENTAL  RESPONSIBILITIES.     THESE  SERVICES  INCLUDE  HAZARDOUS 
WASTE  DISPOSAL  AND  BUUC  FUELS  MANAC2MEKT. 

DLA  IS  A  COMBAT  SUPPORT  AGENCY.     WE  PROVKC  SUPPLIES  TO  THE  MILITARY 
SERVICES  AND  SUPPCKT  THEIR  ACQUISITION  OF  MAIERIAI£.     DIA  ALSO  MANAGES 
DEFENSE  OONTOACrS' AFIER  THEY  HAVE  BEEN  AWARTSD  AND  PROVIDES  LCGISTIC  SUPPORT 
SERVICES  SUCH  AS  DISPOSAL  OF  SURPLUS  PROPERTY.     OUR  VCmJJ/UDE  LOGISTICS 
MISSION  IS  PERPCWMED  BY  ABOUT  64,500  PERSONNEL,  OF  WHICH  OVER  1,200  ARE 
MILITARY.      RECENT  EEFENSE  MANAGEMENT  REVIEW  DECISIONS  HAVE  SUBSTANTIALLY 
BROADENED  DLA'S  MISSIONS  IN  THE  AREAS  OF  THE  VSPNMSEMENT  OF  OCNSUMABIE  ITEMS, 
THE  MANAGEMENT  OF  THE  ENTIRE  MILITARY  SUPPLY  DISIWBUTION  SYSTEM,  AND  THE 
MANA(23»!ENT  OF  PRODUCTION  CONERACIS  PC»  MAJOR  WEAPON  SYSTEMS  OF  ALL  THE 
SERVICES. 


IMVIROraiENIAL  COMPLIANCE  AL'TlVlTliS : 

FULL  COMPLIANCE  WITH  ENVIRONMENTAL  STANDARDS  AND  REGULATORY  REQUIREMENTS  IS 
THE  FIRST  PRIORITY  OF  OUR  ENVIRCMffiNTAL  PROGRAM.     WE  CURRENTLY  HAVE  579 
POSITIONS  WITHIN  DLA  WHICH  ARE  DIRECTLY  INVOLVED  WITH  ENVIRONMENTAL 
COMPLIANCE  ACTIVITIES.     OUR  PRESIDENT'S  BUDdTT  SUBMISSION  FC«  FY  94  REFLECTS 
REQUIREMENTS  FOR  $92.2  MILLION  FCR  ENVIRONMENTAL  COMPLIANCE,    INCLUDING 
EXPENDITURES  IN  THE  DEFENSE  BUSINESS  OPERATIONS  FUND  (DBOF) ,  THE  MUCON 
APPROPRIATION,  AND  THE  NATIONAL  EEFENSE  STOCKPILE  TRANSACTION  FUND.     OUR 
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LARGEST  REQUIREMENT  IS  FOR  THE  DEFENSE  REUTILIZATia^  AND  MARKEmNG  SERVICE 
(DRMS),  WHERE  WE  HAVE  APPROXIMATELY  500  POSITIONS  ASSOCIATED  WITH  OUR 
RESPONSIBILITIES  TO  SAFELY  DISPOSE  OF  HAZARDOUS  PROPERTY  GENERAIIED  BY  THE 
MILITARY  SERVICES.   INCLUDED  IN  OUR  BUDGET  SUBMISSICN  IS  $37,1  MILLION 
FROM  THE  DBOF  FOR  EKMS  HAZARDOUS  PROPERTY  DISPOSAL  COOTS.  THIS  DCES  NOT 
INCLUra:  REIMBURSEMENTS  FRCM  THE  MILITARY  SERVICES  FOR  THE  COSTS  OF  HAZARDOUS 
WAOTE  DISPOSAL  CONTACTS,  ESTIMATED  AT  ABOUT  $137  MILLION  IN  FY  94. 

ANOTHER  lARGE  PART  OF  THE  DLA  ENVIRONMENTAL  BUDGET  GOES  TO  THE  DEFENSE  FUEL 
SUPPLY  CENTER  (DFSC),  WHERE  $25.4  MTT.T.TOW  IS  AMnCIPATED  FC»  ENVIRCTOffiNIAL 
MANAGEMENT  AT  DLA  AND  DoD  BULK  PETROLEUM  STORPm  AND  DISnUBUTICN 
FACILITIES.  THE  ASSISTANT  SBCRE:TARY  OF  DEFETBE  (PRODUCTION  AND 
LOGISTICS)  RECENTLY  DIRECTED  A  DoD-WTEE  CONSOLIDATION  OF  BUIX  FUEL  INVEMiaW 
FROM  THE  SERVICES  TO  DIA  AS  A  MEANS  OF  MAINTAINING  MISSION  SUPPC»T  AND 
REDUCING  COSTS.  THE  FIROT  STIEP  WAS  CCMPI£TED  CN  1  OCKBER  1992  WHEN 
OWNERSHIP  OF  WSI  BUIJC  FUEL  STORAGE  ON  AIR  AND  NAV7VL  BASES  AND  INIERMEDIATE 
OTORAGE  FACILITIES  AT  ARMY  INSTAUATIONS  WAS  TWtfBFERRED  TO  DFSC.   IN 
OCTOBER  1992,  THE  DFSC  PROGRAM  TO  PROVTEE  FUNDING  FOR  ENVIROtWENTAL 
OCMPLIANCE  AT  THESE  CONSOLIDATED  BULK  FUEL  TERMINALS  WAS  PUT  INTO  PUCE. 
DFSC  WILL  VALIDATE  AND  FUND  ENVIRONMENTAL  OCMPLIANCE  PROJECTS,  FUEL  SPILL 
RELATED  CLEANUP  ACTIONS,  AND  THE  RECURRING  ENVIROTWEMTAL  COMPLIANCE  COSTS, 
SUCH  AS  PERMIT  FEES  AND  HAZARDOUS  WASTE  DISPOSAL  COOTS  THAT  ARE  NECESSARY  TO 
SUPPORT  FUEL  TERMINAL  OPERATIONS.   FUNDING  OF  THESE  COSTS  CCMES  FRCM  A 
SURCHARGE  PLACED  ON  THE  PRICE  OF  FUELfi  SOLD  TO  THE  MILITARY  SERVICES.  WE 
EXPECT  THAT  THE  INVENTORY  CONSOLIDATION  WILL  RESULT  IN  IMPORTANT 
IMPROVEMENTS  TO  THE  OVERALL  MANAGEMENT  OF  DcC  BULK  FUEL  FAdLITIES. 

DLA  HAS  AN  AGGRESSIVE  ENVIRONMENTAL  CCMPLIANCE  ASSESSMENT  PR0C3WM  TO  FIND 
AND  FIX  POTENTIAL  DEFICIENCIES.  WE  USE  THE  U.S.  ARMY  ENVIRONMENTAL 
HYGIENE  AGENCY  TO  PERFORM  EXTERNAL  ENVIROC-IENTAL  CCMPLIANCE  ASSESSMENTS  AT 
41  LOCATIONS  INCLUDING  PRIMARY  lEVEL  INSTALLATIONS,  BULK  PErTROLEUM  STC»AGE 
FACILITIES,  AND  DEFEIBE  NATIONAL  STOCKPIIE  SITES  DIRECTLY  MANAiSD  BY  DiA.   ' 
DURING  THE  lAOT  TWO  YEARS,  THESE  INSPECTIC»IS  RESULTED  IN  409  REOCMffiNDATIONB 
FOR  ENVIRCNMENTAL  CORRECTIONS  OR  IMPROVEMENTS,  PREDOMINANTLY  IN  THE  AREAS  OF 
HAZARDOUS  WASTE  MANAGEMENT  AND  WATER  POLLUTION  ABATEMENT.  WE  AI^O  HAVE  AN 
EXTENSIVE  PROCaRAM  TO  CONDUCT  INTERNAL  ENVIRONMENTAL  OCMPLIANCE  ASSESSMENTS 
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AT  THE  EEFENSE  REOTILIZAnON  AND  MARKETING  OFFICES  (E«MDs)  WHE3«  WE  MANAGE 
HAZARDOUS  MAIERIAI^  GENERATED  BY  IHE  SERVICES.  EACH  (F  IHESE  DfMDs 
CERTIFIES  IHEIR  CCMPLIANCE  WTIH  ENVIRCNMENEAL  REQUIREMENTS  EACH  QUARTER. 
IMCS,  BOTH  O0MU5  AND  OVERSEAS,  WHICH  MANAGE  HAZARDOUS  MATERIALS  RECEIVE  AN 
ANNUAL  ENVIR0N4EriTAL  CCMPLIANCE  INSPECTICN  BY  THEIR  NEXT  HIGHER  OCMMAND 
LEVEL.  DURING  THE  LAST  YEAR,  THIS  PR0C3yVM  RESULTED  IN  875  REOCMMENnATIONS 
FOR  HAZARDOUS  WASTE  MANACO^ENT  AND  OTHER  RELATED  ENVIROTOIENTAL  IMPROVEMEMTS . 
OUR  DRMDs  ARE  AISO  SUBJECT  TO  NO-NOTICE  INSPBCTTCNS  BY  SPECIAL  CCMPLIANCE 
TEAMS  FROM  HIGHER  HEADQUARTERS.  DLA  IS  PRESENTLY  REVISING  THE  GUIDANCE 
WHICH  IS  USED  FOR  CCNDUCTING  MULTT-MEDIA  EXTERNAL  ENVIRMWEMEAL  CCMPLIANCE 
ASSESSMENTS.  WSN  OCMPI£TED,  THE  GUIDANCE  WILL  BE  PROVUXD  TO  OUR  MANAGED 
INSTALLATIONS  FOR  USE  IN  CGNDUCTINGja^NUAL  SELF-REVIEWS.  THE  USE  OF  ANNUAL 
SELF  REVIEWS  WAS  RECXM1ENDED  IN  A  RECENT  DcO  INSPECTCH  GENERAL  REPORT,  NO. 
92-011,  ENVIHOtWENIAL  CCMPLIANCE  ASSESSMENT  PROGRAMS,  8  NOV  91. 


ENVXRCratENIAL  RESIORATICN  AL'TlVlTiKS: 

\ 

\ 

THE  DLA  ENVIRONMENTAL  RESTCWATICN  PR0C3»M  ENCOMPASSES  ABOUT  460  SITES  AT  34 
INSTALLATIONS.  OF  THESE,  272,  OR  A  LITTIZ  I£SS  THAN  SIXTY  PERCENT,  ARE 
BEING  ACTIVELY  STTUDIED  C«  ARE  IN  THE  CI£ANUP  HIASE.  THE  DoD  FY  94  BUDGCT 
SUBMISSION  REFLBCl^  REQUIREMENTS  OF  $51.3  MILLION  FOR  ENVIRONMENTAL 
RESTORATION  PC«  DLA  IN  THE  DoD  ENVIRONMENTAL  RESTORATION  ACCOUNT.  MDRE  THAN 
HALF  OF  THAT  REQUIREMENT,  OR  ABOUT  $30  MILLION,  WILL  BE  IN  SUPPORT  OF 
CLEANUPS  AT  OUR  FIVE  INSTAIIATIONS  LISTED  ON  THE  ENVIRONMENTAL  PROTECTICN 
ACmCY's  NATIONAL  PRIORITIES  LIST  (NPL) .  THESE  INSTALLATICKS  ARE  THE 
DEFENSE  (3WERAL  SUPPLY  CENTER,  RICHMDND,  VA;  THE  DEFENSE  DEPOT  OCDEN,  UT; 
THE  DEFENSE  DEPOT  MEMPHIS,  TN;  AND  TWD  SITES  LOCATED  AT  DEFENSE  DISTRIBUTION 
REGION  WEST,  LATHROPE,  CA,  THE  TRACY  AND  THE  SHARPE  DEPOTS. 

WE  SIOffiD  FEDERAL  FACILITY  AG3REEMENTS  WITH  FEDERAL  AND  STATE  REGULATORY 
AC2NCIES  AT  FOUR  OF  THE  FIVE  NPL  INSTALLATiaJS .  THE  FIFIH,  DEFENSE  DEPOT 
MEMPHIS,  TN,  IS  CURRENTLY  BEING  NEGOTIATED.  ALL  OF  OUR  NPL  INSTALLATIONS 
HAVE  INITIATED  INTERIM  REMEDIAL  ACTIC»IS.  WE  HAVE  ACCOMPLISHED  REMOVAL 
ACTIC»IS  AT  SEVERAL  SITES  AND  WE  ARE  CLEANING  UP  (2«X)NCWATER  AT  THREE  OF  OUR 
FIVE  NPL  INSTALLATICXe.   INTERIM  ACTIONS  TO  CLEAN  UP  GROUNDWATER  AT  OUR 
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REGAINING  TW)  NFL  SPIGS  ARE  OJRRErniiY  UNDER  DESIOf  AND  Will.  BE  CPERATICNAL 
DURING  FY  94. 

1HERE  ARE  TW)  E3<VIRGN4Em!AL  RESTTORATICN  SUCCESS  STORIES  I  WULD  LIKE  TO 
HIGHLIOfr.     OUR  TEFEtEE  FUEL  SUPPLY  CBflER  HAS  DEVELOPED  A  STREAMLINED 
ENVIROraiENEAL  RESICXWTIGN  CLEANUP  OCNTRACTING  PROCESS.      IT  INCLUEES  A 
GENERIC  STAIQ4ENr  OF  WORK  WHICH  CAN  BE  USED  IN  EMERGENCY  SnUKTIGNS  WHERE 
SOIL  AND  SURFACE  OR  GRCUCMAilER  HAVE  BEEM  IMPAdED  BY  FUEL  FRCM  PAST  SPII1£ 
OR  IZAKS.    IT  ALLOWS  FOR  EXPEDITED  OCKIRflCTING  WITO  THE  CAPABILITY  TO 
PROVIDE  OONIRACTOR  PERSONNEL  ONSITE  WITOIN  30  DAYS  AND  ANY  POU£IW-CN  WDRK  TO 
SATISFY  REGULATORY  RBQUIRE34ENIS  WTIHIN  THREE  MGNIHS.     THE  CeJECTIVES  OF 
THIS  PROCESS  ARE  TO  REIUCE  COSTS  AND  SPEED  RESPONSE  TIMES. 

A  SECOND  SUCCESS  STORY  I  WDUID  LIKE  TO  MEWITCN  CONCERNS  OUR  DEFENSE  DEPOT  AT 

ocraw,  trr.    edou  is  the  first  FEraawL  facility  in  epa  region  viii  to 

COMPLETE  the  STUDY  PHASE  AT  ALL  OF  ITS  IKSIGNAIED  OPERABLE  UNITS  AND  TO  MOVE 
TNIO   FINAL,  LONG-TERM  dZANUP.   AN  OPERABE£  UNIT  USUALLY  REPRESENTS  SEVERAL 
SITES  WHICH  ARE  C3?pUPED  TOGL'lHEK  AND  ADC«ESSED  BY  THE  SAME  REMEDIATICN 
TECHNIQUE,  EITHER  FOR  OWUNDWAIER  OR  SOIL  CLEANUP.  ONCE  THE  STUDY  PHASE  IS 
OOMPIETED,  A  FORMAL  RECC»D  OF  DECISION  C«  ROD  IS  PREPARED  AND  SUBMinED  FOR 
PUBLIC  CCMMEMT.   THE  ROD  raSCRIBES  THE  PREFERRED  CLEANUP  TECHNOLOGY  FOR  A 
PARTICULAR  OPERABIE  UNIT  AND  THE  RATICNALE  AND  MEnHODOLOGY  USED  FOR 
SELECTING  IT.  A  ROD  HAS  BEEN  COMPLETED  F(M  ALL  POUR  OPERABLE  UNITS  AT  EDOU 
AND  EESIOe  OR  AC7IUAL  CLEANUP  IS  UNDERWAY.  THIS  PR0C3RESS  IS  THE  RESULT  OF 
SEVERAL  FACTORS,  MOST  NOTEABLY  A  STRONG  WCWKING  RELATIONSHIP  ATCNG  KEY  DLA, 
EPA,  AND  STATE  PERSONNEL.  MXXJ  ALSO  MOVED  RAPIDLY  TO  ELIMINATE  A  PCTENTIAL 
THREAT  TO  HUMAN  HEALTH  AT  THE  DEPOT  BY  TAKING  EARLY  ACTIONS  TO  REMOVE  BURIED 
CHEMICAL  WARFARE  AGENTS  AT  ONE  SITE.  A  PUBLIC  HEALTH  ASSESSMENT  BY  THE 
AGENCY  FOR  TQXIC  SUBSTANCES  AND  DISEASE  REGISTRY  HAS  RECEWrLY  PLACED  L»3U  IN 
THE  CATBGC»y  OF  "NO  APPARENT  HEALTH  HAZARD."  WE  EXPECT  ALL  OF  IXXXJ'S 
OPERABLE  UNITS  TO  BE  UNDER  REMEDIATION  BY  1994. 


HAZARDOUS  HASTE  DISPOSAL  IMPRC^/EMENTS : 

DIA  IS  CXMHTTED  TO  CONTINUALLY  IMPROVE  THE  QUALITY  OF  THE  HAZARDOUS  WASTE 
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DISPOSAL  SERVICES  WE  PROVIDE.      NUMEROUS  ENVIRONMENTAL  SAFEGUARDS  ARE 
INCORPORATED  IN  OUR  DISPOSAL  PROCEDURES  WHICH  GO  BEYOND  THE  REQUIREMEMES  OF 
TOE  RESOURCE  COeERVAnCN  AND  RECOVERY  ACT.     FC«  EXAMPI£,   OUR  DISPOSAL 
CONTRACTCWS  MUST  SUEMIT  OPERATIONAL  PLANS  TOAT  SPECIFY  ME:IHDDS  OF  DISPOSAL, 
DISPOSAL  SITES,  AND  MANAGaEMENT  PLANS  TOAT  HSNTIFY  SKHJfi  AND  TRAINING  OF 
EMPLOYEES.     AFTER  AWARD,  OOtrTRPCrOR  PERPCWMANCE  CN  THE  aOVERTMENT 
INSTALLATION  IS  MGNTKWED  100  PERCENT  OF  THE  TIME.     CONIRACTC«S  MUST  ALfiO 
PROVIES:  A  COMPLETE  AUDIT  TRAIL  SHOWING  THE  DISPOSAL  OF  WASIES.     THIS  AUDIT 
TRAIL  INCLUEES  A  CERTIFICAIE  OF  DISPOSAL  SIO^ED  BY  THE  ULTIMATE  DISPOSAL 
FACILITY  WHICH  IS  VERIFIED  BY  E(LA  BEPCM:  PAYMENT  IS  MAKl.     WE  ALSO  OQNCUCT 
ROUTINE  INSPECTIONS  OF  DISPOSAL  FACILITIES  TO  ENSURE  THAT  DoD  WASTES  ARE 
BEING  HANDLED  IN  AN  ENVIROMMENTALLY  ACCEPTABLE  MANNER.  WE  AUDITED  80 
OGNTRACIDRS  IN  FY  92.     BBCAIBE  SOME  EXCESS  HAZARDOUS  MATERIALS  CAN  BE  SOLD 
IN  THE  PRIVATE  SECTCR,   RATHER  THAN  DISPOSED  THROUGH  CCNIRACTC»S  AT 
GOVERNMENT  EXPENSE,  WE  HAVE  INITIATED  A  PASS-FAIL  PROO^M  WHICH  AUDITED  158 
POTENTIAL  HAZARDOUS  PROPERTY  BUYERS  LAST  YEAR.     OF  THESE,  29  FAIIZD  AND  WERE 

NOT  ALLOWED  TO  BUY  WITHOUT  CORRECTING  THE  LXTICIENCIES. 

'» 

WE  ARE  ALSO  WCa^ING  CLOSELY  WITO  OUR  CUSTOMERS  THROUGH  OUR  CCXmWidWS  2000 
PROaWI  TO  IMPROVE  THE  QUALITY  OF  OUR  DISPOSAL  SERVICES.  UNDER  CONTRACTING 
2000,  A  SPECIAL  TEAM  VISITS  <23<ERATING  ACTIVITIES  LONG  BEFC»E  THE  DISPOSAL 
CONTRACT  IS  AWARDED  TO  DEVELOP  A  SITE-SPECIFIC  ACQUISITION  PLAN.  THE  TEAM'S 
JOB  IS  TO  REVIEW  PAST  OONHIACTS  AND  TO  WORK  CLOSELY  WITH  THE  CUSTCMER  TO 
EEVELOP  FLflURE  CONTRACIUAL  REQUIREJCNTS  THAT  ARE  TAILC«ED  TO  THE  dWERATCR'S 
NEEDS.  CONTRACTING  2000  HAS  BEEN  IN  FC»CE  PCR  OVER  A  YEAR.  DURING  THAT 
TIME,  DLA  HAS  BEEN  SUCCESSFUL  IN  REDUCING  THE  NUMBER  OF  BREAKS  IN  SERVICE  AS 
WELL  AS  THE  TIME  NECESSARY  TO  AWARD  A  CONTRACT.  MORE  IMPORTANTLY,  WE 
BELIEVE  WE  ARE  PROVIDINS  OUR  CUSTOMERS  BETTER  SERVICE  THAN  EVER  BEFORE. 


CGNdJUSICN: 

DLA  IS  MAKING  GOOD  PROGI^ESS  IN  THE  MANAGEMENT  OF  OUR  ENVIRONMENTAL 
COMPLIANCE  PR0C2»MS.  WE  ARE  ALfiO  PROVIDING  INCREASINGLY  IMPORTANT 
ENVIR0M4EMTAL  SERVICES  TO  THE  MILITARY  CCMMUNTTY.  WE  WANT  TO  CONTINUALLY 
IMPROVE  THE  QUALITY  OF  OUR  ENVIRONMENTAL  ACTIVITIES.  OUR  LONG-TERM  GOAL  IS 
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TWDFOOLiD:     TO  CCNDUCT  CUR  ACTIVITIES  IN  COMPLETE  CTMPLIANCE  WTIH  TOE  SPIRIT 
AND  I£TTER  OF  ENVIFCMffiWrAL  REQUIREMENTS,  AND  TO  ENSURE  TOAT  OUR  CUSTOMERS 
HAVE  PiBSOUJIE  COKFIDB/CE  IN  TOE  ENVIRONMENEAL  QUALTIY,  RELIABILTIY,  AND  OOGT 
EFFECTIVENESS  OF  TOE  PRODUCTS,   SUPPC»T,  AND  SERVICES  PROVKED  BY  DLA. 

I  APPRECIATE  TOE  OPPORIUNITy  TO  DESCRIBE  OUR  ENVIRCTOIENTAL  PR0G3WMS. 
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Mr.  Dicks.  I  will  yield  to  Mr.  Lewis  first  to  ask  questions. 

ENVIRONMENTAL  BASELINE  SURVEY 

Mr.  Lewis.  Thank  you.  Unfortunately  I  couldn't  attend  the  meet- 
ing this  morning  that  you  participated  in  because  my  own  Subcom- 
mittee met  elsewhere.  I  would  like  to  spend  time  discussing  base 
closure  which  is  an  important  item  to  Members  affected.  I  have 
only  had  three  or  four  bases  essentially  that  affect  my  district. 
March  Air  Force  Base  is  not  in  my  district,  but  I  have  half  the  em- 
ployees. 

In  May  1992  and  throughout  the  fall,  I  conducted  a  series  of 
meetings  with  the  Air  Force  regarding  the  reuse  of  George  Air 
Force  Base.  The  purpose  of  the  meetings  was  to  finalize  the  record 
of  decision  used  before  the  base  shut  down.  One  key  component  has 
been  the  agreement  between  the  Army  and  the  Air  Force  to  lease 
George  for  a  charter  airhead  and  as  a  temporary  location  for  NTC 
rotary  assets. 

The  environmental  impact  statement  has  been  completed  and 
published  and  the  record  of  decision  identifies  the  strategy  for  all 
remaining  environmental  issues.  What  is  the  environmental  base- 
line survey  and  why  hasn't  it  been  finalized? 

Mr.  Vest.  The  environmental  baseline  survey  is  a  survey  that  we 
conduct  now  before  we  do  any  land  transactions.  In  other  words, 
we  will  look  at  the  piece  of  land  in  question  and  then  do  a  compre- 
hensive review  of  the  conditions  on  it.  In  many  cases,  the  party 
that  is  going  to  receive  the  property  will  also  do  an  environmental 
baseline  survey.  We  have  found  that  because  of  the  liabilities, 
there  has  to  be  that  baseline  established  before  a  transfer  occurs. 

I  don't  have  the  exact  schedules  with  me  and  I  can  get  that  to 
you.  I  assume  you  are  speaking  in  terms  of  the  transfer  to  the 
Army. 

Mr.  Lewis.  We  are  not  sure  of  the  disposition  of  that  specific 
base,  but  that  is  one  of  the  bases  to  close  as  a  result  of  BRAG  I  and 
to  have  it  close  and  not  have  us  moving  along  for  a  number  of  rea- 
sons, including  environmental  impact  questions,  is  of  concern  to 
me. 

Mr.  Vest.  From  the  process,  what  is  most  important  is  the  com- 
munity's plan.  Unfortunately,  there  is  still  some  difference  of  opin- 
ion as  to  exactly  what  the  different  communities  really  want  the 
base  to  be.  Nevertheless,  we  have  proceeded  on  with  looking  at  the 
alternatives  and  then  any  transfer  of  lands  will  require  the  envi- 
ronmental baseline  survey  in  addition  to  actually  designing  the  en- 
vironmental impact  statements. 

We  pretty  much  have  to  do  that  because  that  is  part  of  the  pack- 
age particularly  if  it  is  a  transfer  to  the  state  or  local  government. 
That  we  have  to  send  to  the  Secretary  to  actually  approve  the 
lands  transfers. 

Mr.  Lewis.  Why  hasn't  the  Air  Force  been  able  to  successfully 
conclude  an  interim  lease  negotiation  with  Deputy  Assistant  Secre- 
tary Johnson  of  the  Army  for  immediate  operation  of  the  charter 
airhead? 

Mr.  Vest.  That  is  a  question  Mr.  Boatright  would  have  the 
answer  to. 
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Mr.  Lewis.  Let  him  know  I  am  asking  these  questions. 
Mr.  Vest.  All  right. 
[The  information  follows:] 

The  original  environmental  documentation  was  found  to  be  inadequate  and  the 
permit  request  has  repeatedly  changed  in  scope.  A  draft  permit  and  operating 
agreement  is  under  review;  several  versions  have  been  negotiated  to  date.  The  Air 
Force  provided  comments  regarding  the  inadequacy  of  the  original  Finding  of  no 
Significant  Impact  to  the  Army  on  January  26,  1993.  The  resulting  Environmental 
Assessment  was  submitted  by  the  Army  on  April  26,  1993,  to  the  Air  Force  Base 
Disposal  Agency  Operating  Location  at  George  AFB. 

The  charter  airhead  issue  has  never  been  addressed  with  the  Army.  Also,  no  such 
action,  application,  or  negotiations  have  been  discussed  between  the  Army  and  Air 
Force  regarding  the  charter  airhead.  This  action  was  to  occur  after  subsequent  dis- 
posal to  an  airport  entity.  To  date  no  one  has  entered  into  a  disposal  action  or  an 
interim  action  to  allow  the  charter  operation  to  occur.  The  airfield/runway  is  in- 
capable of  handling  this  kind  of  activity  until  significant  airfield  construction  is 
completed. 

Mr.  Lewis.  Has  the  Army  identified  an  operations  cost  in  the 
range  of  $1.5  million  a  year  for  delivering  60,000  troops  annually 
into  George  in  its  negotiations  with  the  Air  Force? 

Mr.  Walker.  I  will  provide  that  for  the  record  and  get  that  infor- 
mation to  you.  That  comes  under  the  operational  considerations 
and  not  the  environmental  aspects.  We  will  be  glad  to  provide  that 
information. 

[The  information  follows:] 

Two  major  costs  were  incurred  at  both  Norton  and  McCarren  International  Air- 
ports; commercial  charter  costs  and  National  Training  Center  (NTC)  support  costs. 
Military  Traffic  Management  Command  (MTMC)  pays  the  commercial  charter  costs. 
Commercial  carrier  costs  remain  fairly  constant  between  then-Norton  Air  Force 
Base  (NAFB)  and  the  current  airhead  at  McCarren  International  Airport.  The 
MIMC  charter  costs  at  NAFB  were  $15  million.  Projected  charter  costs  for  fiscal 
year  (FY)  1994  remain  at  $15  million.  The  preliminary  estimate  used  to  establish 
projected  rent  costs  in  negotiations  with  local  officials  is  $1.7  million,  plus  some  re- 
curring costs  (maintenance,  utilities,  garbage,  hazardous  waste  removal,  etc.)  to  be 
determined. 

Mr.  Lewis.  It  is  important  for  us  to  know  that  this  vicinity  in- 
volves a  lot  of  military  activities,  the  National  Training  Center  for 
the  Army  is  not  far  away,  we  are  currently  moving  troops  over  a 
longer  distance.  It  is  a  waste  of  money  and  yet  it  seems  that  in 
spite  of  this  year's  dollars,  these  things  are  clumsy  at  best. 

Mr.  Walker.  It  makes  operational  sense  and  we  will  get  the  in- 
formation to  you. 

[The  information  follows:] 

Since  the  original  Analysis  of  Alternatives  Study  (AAS)  was  completed  and  sub- 
mitted for  Major  Command  (MACOM)  review,  two  developments  required  additional 
analysis.  First,  the  U.S.  Navy  announced  planned  development  of  an  airfield  at 
Twentynine  Palms,  California.  In  April  1993,  the  Marine  Corps  Air  Ground  Combat 
Center  confirmed  Twentynine  Palms  was  not  constructing  a  military  airfield.  Sec- 
ondly, San  Bernardino  County  has  tentatively  proposed  to  donate  Barstow-Daggett 
Airfield  to  the  Army.  In  light  of  these  developments,  the  National  Training  Center 
(NTC)  was  asked  to  prepare  a  revised  Economic  Analysis  (EA)  to  compare  the  final 
five  proposed  airhead  sites.  The  EA  is  nearing  completion.  The  NTC  has  recom- 
mended construction  of  Barstow-Daggett  provided  the  airfield  is  donated  by  San 
Bernardino.  Final  selection,  however,  will  not  be  determined  until  the  Department 
of  the  Army  staff  has  reviewed  the  alternatives  to  include  the  MACOM-preferred 
alternative. 

The  Air  Force  decided  an  interim  use  permit  was  not  a  sufficient  instrument  to 
enable  the  Army  to  occupy  the  facilities  at  George  Air  Force  Base.  This  decision 
required  an  agreement  between  the  Army  and  the  Air  Force  to  complete  a  permit, 
an  operating  agreement,  and  Air  Force  National  Environmental  Policy  Act  docu- 
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mentation.  The  Army  completed  an  environmental  assessment  on  December  31, 
1992.  The  Air  Force  continues  to  complete  the  required  environmental  documenta- 
tion. Negotiations  between  the  Army  and  the  Air  Force  continue,  as  well  as  discus- 
sions with  San  Bernardino  County. 

Mr.  Vest.  Unfortunately,  I  don't  know  the  details  of  this,  but  in 
a  transaction  such  as  you  are  speaking  of  environmental  issues 
should  not  be  a  major  consideration  in  terms  of  the  transaction  be- 
tween the  Air  Force  and  the  Army  because  it  stays  within  the  De- 
partment so  you  don't  have  to  worry  about  a  number — we  have  re- 
sponsibility collectively. 

Mr.  Lewis.  Within  the  same  department,  that  is  DOD,  issues  like 
environmental  questions  shouldn't  be  a  hindrance? 

Mr.  Vest.  We  have  to  deal  with  them,  but  they  shouldn't  be  a 
real  obstacle  to  the  achieving  what  you  are  interested  in. 

Mr.  Lewis.  I  am  interested  in  pushing  it  because  of  the  dollars 
involved  and  the  convenience  to  the  60,000  troops  that  are  coming 
in  every  year.  The  record  of  decision  for  George  Air  Force  Base 
reuse,  which  was  issued  on  January  14,  1993,  directs  a  competitive 
negotiation  sale  of  approximately  1,400  acres.  That  sale  triggers 
public  benefits  transfer  of  parcels  which  contain  the  bulk  of  the 
actual  airport. 

What  is  the  status  of  issuing  a  request  for  proposal  for  the  peti- 
tions involved,  and  is  there  a  timetable  for  finalizing  the  sale? 

Mr.  Vest.  I  apologize  for  not  being  able  to  answer.  Jim  Boatright 
is  responsible  for  overseeing  that  part.  We  will  get  the  answer 
quickly.  It  is  not  in  my  responsibility  area. 

[The  information  follows:] 

The  request  for  offers  is  currently  being  held  pending  the  final  decision  of  the 
Local  Agency  Formation  Commission  (LAFCO)  on  the  annexation  of  George  Air 
Force  Base  by  the  city  of  Victorville.  On  April  21,  1993,  LAFCO  recommended  an- 
nexation unless  the  Air  Force  provided  objection.  The  Air  Force  does  not  intend  to 
contest  the  annexation  of  the  base  property  to  Victorville.  We  expect  LAFCO's  final 
decision  in  early  July  1993,  and  will  issue  a  request  for  offers  following  their  deci- 
sion. 

environmental  INDEMNIFICATION 

Mr.  Lewis.  Nonetheless  is  the  community  environmental  indem- 
nification legislation  language  which  was  contained  in  the  fiscal 
year  1993  Authorization  and  Appropriations  bills  a  help  or  hin- 
drance in  your  work? 

Mr.  Meehan.  It  has  been  a  hindrance  resulting  in  delays  because 
of  the  conflicts  between  the  two  pieces  of  legislation.  Therefore, 
each  reuse  proposal  must  now  be  presented  to  the  Deputy  Secre- 
tary of  Defense  for  a  specific  decision.  The  lawyers  are  interpreting 
the  appropriations  language  in  such  a  way  that  we  in  defense  and 
ultimately  the  taxpayer  would  be  responsible  for  any  contamina- 
tion caused  in  the  future  by  any  future  recipients.  That  is  the  in- 
terpretation, the  bottom  line. 

There  are  tweaks  that  could  be  made  to  the  authorization  lan- 
guage to  bring  it  more  in  line  with  the  appropriations  language 
and  vice  versa.  It  is  not  an  insurmountable  problem,  but  I  think  a 
legislative  correction  would  be  warranted. 

Mr.  Lewis.  I  would  be  interested  in  recommendations  you  have 
for  facilitating  the  process.  This  is  another  legislative  year  so  per- 
haps we  could  do  corrections? 
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Mr.  Meehan.  If  you  are  asking  the  Department  for  drafting  serv- 
ice in  that  regard,  we  would  be  pleased  to  help  you  out. 

CLEAN  AIR  ACT 

Mr.  Vest.  Something  we  have  come  across  within  the  last  week 
or  so  clearly  is  an  issue  of  concern  in  southern  California  and  Cali- 
fornia in  general.  We  are  finding  that  in  implementing  the  Clean 
Air  Act,  before  we  can  make  a  decision  on  the  transfer-whether  it 
is  a  lease  or  the  transfer  in  the  case  of  the  Air  Force  I  have  to 
make  an  conformity  determination  under  the  Clean  Air  Act. 

The  problem  is  if  it  is  a  lease,  the  conformity  determination  is 
only  good  for  five  years  and  the  responsibility  for  implementing  it 
falls  back  on  the  Air  Force.  Then,  however,  if  you  deed  the  proper- 
ty over,  you  don't  have  the  conformity  act  determination.  Then  you 
go  to  CERCLA  where  you  can't  deed  the  land  over  until  it  is  com- 
pletely cleaned  up.  We  have  just  discovered  another  quirk  in  the 
system  that  is  beginning  to  make  it  very,  very  difficult  even  to  do 
interim  reuse,  let  alone  deed  transfers. 

Mr.  Lewis.  I  presume  you  had  similar  discussions  in  the  subcom- 
mittee this  morning? 

Mr.  Vest.  Which  subcommittee? 

Mr.  Lewis.  Military  Construction? 

Mr.  Vest.  Yes.  I  was  testifying  there.  This  particular  issue  did 
not  come  up. 

Mr.  Lewis.  These  issues  are  part  of  that  record  as  well  so  you 
will  be  asked  to  respond? 

Mr.  Vest.  Yes. 

Mr.  Lewis.  Thank  you,  Mr.  Chairman. 

environmental  restoration 

Mr.  Dicks.  You  said  as  of  September  30,  1992  the  number  of  sites 
that  have  been  actually  cleaned  up  number  only  416.  Four  hundred 
and  sixteen  out  of  how  many  potential  sites? 

Mr.  Meehan.  Potential  sites  originally  were  18,000.  We  are  down 
to  approximately  11,000  still  active;  so  to  11,000. 

Mr.  Dicks.  I  assume  that  on  the  difference  between  18,000  and 
11,000  you  looked  at  them  and  recognized  there  was  not  a  problem? 

Mr.  Meehan.  That  is  correct. 

Mr.  Dicks.  So  11,000,  that  is  a  more  real  number? 

Mr.  Meehan.  Yes,  the  potential  problems  still  have  to  be  ad- 
dressed. The  study  might  indicate  there  is  no  contamination  and 
therefore  the  site  could  be  closed  out  or  actual  design  and  remedi- 
ation work  accomplished. 

Mr.  Dicks.  You  said  the  largest  increase  in  the  fiscal  year  1994 
request  is  in  the  amount  for  remedial  design  and  action. 

Mr.  Meehan.  Yes. 

Mr.  Dicks.  That  is  the  actual  cleanup  phase? 

Mr.  Meehan.  Yes. 

Mr.  Dicks.  Remedial  design  doesn't  sound  like  cleanup  to  me. 

Mr.  Meehan.  You  have  to  design  the  solution  before  you  can  get 
in  there  to  cleanup  the  site. 

Mr.  Dicks.  How  much  of  that  $1.4  billion  is  for  design  and  how 
much  is  for  action? 
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Mr.  Meehan.  The  chart  I  have  for  fiscal  year  1994,  Mr.  Chair- 
man, does  not  break  it  out.  The  total  is  around  52  percent  for  fiscal 
year  1994.  My  guess  is  the  design  would  probably  account  for  about 
30  to  40  percent,  but  we  will  provide  an  accurate  number  for  the 
record. 

[The  information  follows:] 

Of  the  $1.3  billion  requested  for  Remedial  Design  and  Remedial  Action  (including 
Interim  Remedial  Action),  almost  $950  million — about  75% — is  for  actual  cleanup. 
The  remainder,  about  25%,  is  for  remedial  design. 

Mr.  Dicks.  Thirty  to  forty  percent  design  and 

Mr.  Meehan.  Sixty  percent  for  actual  cleaning.  That  is  my  guess. 
One  of  the  things  that  the  new  team  is  doing  and  the  Services  are 
moving  on  quickly  is  that  they  are  accomplishing  more  interim  re- 
medial actions  by  working  with  the  regulators  so  they  can  do 
actual  cleanup  work. 

Mr.  Dicks.  Are  they  letting  you  do  that? 

Mr.  Meehan.  With  varied  success,  but  some  units  are  working 
with  military  departments  to  accomplish  that  and  they  are  work- 
ing very  well. 

Mr.  Dicks.  After  you  spend  this  next  $1.3  billion,  in  1994,  then 
what  will  your  number  look  like?  What  is  your  five-year  plan?  Can 
you  give  us  where  you  are  going  to  be  in  1994,  1995,  1996,  1997  and 
1998  in  terms  of  sites  cleaned  up? 

Mr.  Meehan.  I  cannot  because  of  the  many  uncertainties  that 
exist  out  there. 

Mr.  Dicks.  Can  you  tell  us  next  year  where  you  will  be? 

Mr.  Meehan.  Probably  not  because  studies  have  not  been  com- 
pleted. When  studies  are  completed,  you  will  find  more  sampling 
may  be  required.  With  new  laws  and  regulations  coming  out,  that 
is  an  uncertainty.  We  are  not  sure  what  the  regulators  will  require 
so  the  uncertainties  are  too  great  to  predict  with  any  degree  of  ac- 
curacy. We  just  do  not  have  a  handle  on  it  now. 

The  process  has  to  be  improved. 

Mr.  Dicks.  Will  you  ever  have  a  handle  on  it,  Mr.  Meehan? 

Mr.  Meehan.  I  believe  so. 

Mr.  Dicks.  When?  Next  year? 

Mr.  Meehan.  I  would  hope  so.  I  am  optimistic  about  that  be- 
cause  

Mr.  Dicks.  Should  there  be  a  five-year  plan?  Somebody  said  we 
are  going  to  do  this  by  the  year  2000. 

Mr.  Meehan.  That  was  the  Air  Force. 

AIR  FORCE  remediation  EFFORTS 

Mr.  Vest.  What  composes  our  entire  Air  Force  plan  are  what  we 
call  the  management  action  plans  for  each  installation.  Those  are 
not  required  by  law,  but  what  we  found  was 

Mr.  Dicks.  It  is  not  a  bad  idea  to  have  one. 

Mr.  Vest.  Yes,  sir.  The  way  we  were  doing  it  even  at  the  nation- 
al priority  list  sites  was  you  really  didn't  have  a  plan,  you  had  arti- 
ficial schedules  of  deliverables  that  never  gave  you  a  good  sense  as 
to  what  you  were  doing.  We  haven't  got  them  all  done  but  are 
pretty  close  to  having  a  detailed  management  action  plan  with 
schedules. 
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For  example,  it  is  this  sort  of  thing  which  takes  each  operable 
unit.  This  is  a  summary  sheet.  This  happens  to  be  McCord  Air 
Force  Base. 

But  it  literally  shows  and  in  much  detail  what  the  time  lines  are 
for  each  operable  unit. 

Mr.  Dicks.  It  seems  to  me  that  each  service  ought  to  have  some 
kind  of  a  schedule  or  this  becomes  a  never-ending  thing.  You  set  a 
goal  for  the  year  2000,  didn't  you? 

Mr.  Vest.  We  did  in  the  Air  Force. 

Mr.  Dicks.  Isn't  that  General  McPeak,  the  Chief  of  Staffs  goal? 

Mr.  Vest.  The  Chief  has  advised  his  commanders  that  the  Air 
Force  goal  is  the  year  2000.  We  intend  to  either  have  the  cleanup 
done  or  the  remedial  action  in  place.  Some  remedial  actions  occur 
over  time.  The  idea  is  to  achieve  implementation  of  the  remedial 
action. 

I  must  tell  you,  however,  an  integral  part  of  being  able  to 
achieve  that  goal  is  a  fairly  substantial  cost  reduction  of  the  pro- 
grammed amounts  that  we  have  been  dealing  with  in  the  past. 

We  believe  in  the  Air  Force  that  the  kind  of  reform  that  is  neces- 
sary in  this  program,  in  this  country,  at  least  in  our  program, 
should  achieve  somewhere  between  25  and  33  percent,  a  quarter  to 
a  third  savings  from  the  kind  of  projections  that  we  have,  and  we 
are  beginning  to  see  progress. 

Mr.  Dicks.  In  order  to  do  that,  don't  you  have  to  make  an  invest- 
ment in  Research  and  Development?  Mr.  Meehan  talked  about  that 
in  his  statement.  There  are  R&D  funds  here.  Are  you  going  to  look 
at  how  we  invest  to  improve  the  technology? 

Mr.  Vest.  We  are  doing  that  as  an  entire  department,  in  partner- 
ship with  the  EPA  and  with  the  DOE.  I  would  hasten  to  add  that 
the  imperative  is  to  bring  to  bear  on  the  cleanup  programs  the 
kind  of  efficiencies  shown  in  what  we  already  know. 

MC  CLELLAN  AFB  CLEAN-UP 

Mr.  Dicks.  Your  statement  cited  an  effort  at  McClellan  Air  Force 
Base  that  shaves  $560  million  from  a  $1.6  billion  cleanup  estimate. 
How  did  you  do  that? 

Mr.  Vest.  Last  summer  I  visited  McClellan  and  reviewed  the  pro- 
gram with  our  professional  team.  At  that  point,  they  briefed  me  on 
a  just  under  $1.7  billion  program.  I  asked  them  to  do  an  experi- 
ment and  I  said.  Why  don't  you  as  professionals  sweep  aside  all  of 
the  preconceived  notions,  all  of  the  regulatory  requirements,  the 
way  we  are  doing  business,  wipe  the  slate  clean  and  build  a  pro- 
gram that  meets  professional  standards?  I  said,  by  the  way,  while 
you  are  doing  it,  try  to  save  a  third  of  the  programmed  costs. 

They  have  built  that  program.  What  they  did  is  they  have  drawn 
upon  all  of  the  things  that  have  been  suggested,  whether  it  is  new 
technologies,  new  partnerships  with  the  EPA  and  the  state  of  Cali- 
fornia, higher  use  of  computers  in  terms  of  working — a  whole 
range  of  things.  They  have  built  the  plan  and  have  been  working 
with  EPA  Region  9  of  the  State.  That  is  where  the  figure  comes 
from.  We  did  the  same  with  March  Air  Force  Base  in  California. 

Mr.  Dicks.  They  have  been  accepted. 

Mr.  Vest.  In  that  case  the  state  and  EPA  have  agreed  to  that. 
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Mr.  Dicks.  What  about  McClellan? 

Mr.  Vest.  That  is  in  progress.  There  is  a  chance  they  will  accept 
it. 

NEED  FOR  PROPOSED  LEGISLATION? 

Mr.  Dicks.  Will  the  administration  present  legislation  to  restruc- 
ture this  program  so  that  you  can  have  more  of  an  action-oriented 
agenda?  Do  you  think  that  is  warranted,  or  do  you  think  all  the 
things  that  we  require  under  the  law  are  not?  Do  we  have  a  respon- 
sibility to  change  the  law  so  that  you  can  do  the  things  that  are 
necessary,  Mr.  Vest? 

Mr.  Vest.  The  things  I  am  talking  about  in  the  two  example 
cases  can  be  done  within  the  existing  framework.  I  do  believe,  how- 
ever, that  the  process  associated  with  converting  the  closing  bases 
needs  to  be  adjusted  because  there  are,  in  my  opinion  and  in  my 
experience,  a  set  of  institutional  and  legal  obstacles  that  really 
need  to  be  adjusted. 

In  other  words,  we  need  a  unique  process  to  deal  with  the  con- 
version and  excessing  of  those  bases.  But  I  think  the  bases  that  are 
staying  open 

Mr.  Dicks.  Will  they  let  you  send  us  a  report  and  tell  us  what 
you  think  ought  to  be  done? 

Mr.  Vest.  I  would  yield  to  my  colleague  from  the  Office  of  the 
Secretary  of  Defense. 

Mr.  Meehan.  Thank  you,  Mr.  Vest.  The  Administration  is  defi- 
nitely committed  to,  as  Mr.  Vest  indicated,  an  entirely  new  process 
and  that  involves  all  the  stakeholders — all  the  local,  Federal  and 
State  regulators,  the  Congress  if  needed,  because  legislative 
changes  might  be  required. 

Yes,  this  team  is  committed  to  making  positive  change  and  if 
that  requires 

Mr.  Dicks.  In  your  judgment,  do  we  need  new  legislation  in  this 
area? 

Mr.  Meehan.  In  some  cases,  I  believe  so.  In  others,  no,  it  can  be 
worked  through  administrative  procedures  and  working  with  the 
stakeholders. 

It  requires  an  understanding  on  the  part  of  the  regulators  to 
work  with  us  and  with  the  local  public,  who  are  most  concerned 
about  the  contamination  in  their  neighborhoods,  to  get  the  job 
done.  We  can  do  it  faster  and  cheaper. 

Mr.  Dicks.  I  worry  that  we  have  created  laws  that  are  really 
standing  in  the  way  of  cleanup.  Not  intentionally,  this  was  not 
done  with  malice  of  forethought.  But  the  reality  is  that  we  have 
created  a  process  that  is  unduly  burdensome  and  doesn't  result  in 
getting  the  cleanup  accomplished. 

I  worry  that  we  are  going  to  spend  so  much  money  studying  the 
matter  that  GAO  and  the  Congress  and  the  public  will  say  we  can't 
afford  this.  I  support  the  program  and  will  continue  to  support  it, 
but  I  worry  that  we  have  to  have  basic  reform  here  in  order  to  get 
down  to  a  common-sense  approach  to  dealing  with  these  issues. 

Mr.  Meehan.  The  process  is  cumbersome  and  costing  money. 
There  are  study  groups  within  the  new  Administration  initiated  by 
EPA,  with  participation  by  the  other  Federal  agencies,  to  look  at 
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CERCLA  and  RCRA  because  they  are  up  for  reauthorization  and 
there  will  be  proposals  made,  I  am  sure.  The  outlook  is  positive. 

INNOVATIVE  CLEAN-UP  INITIATIVES 

Mr.  Dicks.  One  other  idea  would  be  to  use  these  because  you 
don't  have  the  problem  of  multi-parties.  In  most  cases,  it  is  DOD 
and  one  of  the  services.  This  might  be  an  opportunity  to  do  some 
experimentation.  In  fact,  I  think  we  asked  that  you  try  some  of 
these  things. 

Mr.  Meehan.  We  are  doing  that. 

Mr.  Dicks.  We  asked  you  to  look  at  various  different  strategies  to 
try  and  save  us  some  money  because  we  have  problems  in  DOE  and 
in  a  whole  series  of  other  areas  that  could  benefit  by  experimenta- 
tion. 

Mr.  Meehan.  You  are  right.  The  new  Administration  recognizes 
that.  There  are  experimental  projects  going  on  in  various  regions. 
Region  4,  for  example,  has  been  very  cooperative.  They  take  the 
point  of  view  that  we,  from  the  DOD,  have  a  responsibility  to  clean 
up.  We  are  not  an  orphan  site,  not  in  the  position  of  having  to  sign 
an  agreement  saying  we  are  going  to  do  something,  and  if  we  do  it 
and  it  doesn't  work,  we  walk  away. 

There  are  people  out  there  at  the  local  regulator  areas  that  un- 
derstand that  we  are  responsible  and  they  are  willing  to  take  more 
of  a  risk  with  us  on  the  new  innovative  techniques.  We  are  apply- 
ing science  and  technology  in  many  of  those  areas.  The  new  admin- 
istration is  encouraging  that  even  further.  What  we  have  going 
with  the  Western  Governors  Association  exemplifies  that  point  as 
well. 

Through  our  research  and  development  program,  we  will  be  put- 
ting new  technology  into  place  in  many  of  the  sites  in  the  Western 
area. 

Mr.  Dicks.  Mr.  Skeen. 

Mr.  Skeen.  I  have  no  questions. 

Mr.  Dicks.  Let's  get  an  annual  update  report  from  each  service 
here.  I  want  to  ask  you  one  question. 

Four  hundred  and  sixteen  sites  have  been  cleaned  up.  How  many 
are  from  which  of  the  services. 

ARMY  environmental  CLEAN-UP  EFFORTS 

Mr.  Walker.  Mr.  Chairman,  I  will  start  with  the  Army.  We  now 
have  a  total  number  of  cleanups  up  from  last  year  of  278.  I  think 
the  number  was  135  or  136  last  year. 

Mr.  Dicks.  Out  of  416,  the  Army  has  278? 

Mr.  Walker.  Two  hundred  and  seventy-eight  of  those,  yes,  sir. 
We  add  to  that  the  interim  129  actions  so  we  are  doing  much 
better. 

Mr.  Dicks.  What  is  your  piece  of  the  pie,  of  the  10,000  total  sites? 
How  many  do  you  have? 

Mr.  Walker.  We  have  actively  reviewed  10,457  sites  on  active  in- 
stallations. We  have  determined  that  no  further  action  is  needed  at 
some  6,400.  So  for  the  remaining  4,100  active  sites  we  need  further 
action. 
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At  our  installations  we  have  had  suspect  sites  and  they  were 
checked.  Thus,  these  were  ruled  for  no  further  action,  so  we  are 
working  with  an  active  component  of  around  4,100. 

We  have  an  aggressive  program.  Like  the  Air  Force,  we  would 
like  to  finish  as  much  as  we  can  by  the  year  2000.  We  have  action 
plans  at  the  installations.  The  complexity  is  different  from  Air 
Force  sites  because  Army  has  chemicals,  munitions,  and  explosive 
compounds.  The  concern  is  we  want  to  clean  up  contamination  at 
as  low  a  cost  as  we  can. 

At  Umatilla,  Oregon,  using  composting,  we  cut  the  cost  in  half  of 
what  the  traditional  approach  might  have  been.  It  was  accepted  by 
the  States  and  EPA.  So  bioremediation  in  the  form  of  composting  is 
acceptable. 

We  are  hoping  that  will  force  the  issue  that  we  are  sincere  about 
cleanup,  I  established  a  goal  of  greater  than  50  percent  of  funding 
for  FY  1993  would  go  to  remedial  actions.  Next  year  that  goal  is  75 
percent.  We  are  going  to  force  the  issue  that  we  are  serious  about 
cleanup  and  it  is  going  to  come  through  our  funding  policy. 

Anjrthing  that  can  be  done  to  orient  us  to  more  action  through 
legislation,  we  were  doing  the  studies  because  they  are  required 
under  rules  and  regulations.  We  have  to  prepare  them  and  we  are. 
If  there  could  be  some  relief  to  get  us  to  the  action  stage  quicker, 
we  certainly  support  it. 

Mr.  Dicks.  In  your  professional  opinion,  do  you  need  to  do  all  the 
remedial  things?  Is  that  absolutely  required? 

Mr.  Walker.  We  review  requirements.  If  there  is  a  question,  we 
raise  that  as  an  issue,  if  the  cost  does  not  warrant  the  threat,  and 
we  challenge  that.  Sometimes  we  are  successful;  sometimes  we  are 
not.  There  is  a  difference  of  opinion. 

NAVY  ENVIRONMENTAL  CLEAN-UP  EFFORTS 

Mr.  Dicks.  Let's  hear  from  the  Navy. 

How  many  sites  have  you  got  in  the  Navy? 

Ms.  MuNSELL.  There  are  some  numbers  on  page  10  and  11  of  our 
written  statement  that  indicate  that  we  have  3200  sites  on  our  in- 
stallations under  study,  of  which  more  than  2400  of  those  sites  are 
being  addressed  under  CERCLA,  500  under  RCRA  and  300  under 
the  underground  storage  tank  program. 

One  of  the  complications  is  there  are  different  programs  that  ad- 
dress different  kinds  of  sites.  We  are  working  them  together  with 
the  assistance  and  the  cooperation  of  the  regulators. 

The  important  thing  about  the  numbers  is  the  completed  re- 
sponse actions.  In  1992,  the  Navy  completed  response  actions  at  an 
additional  56  sites,  which  was  an  8  percent  increase  over  1991.  The 
more  significant  numbers — and  this  is  also  with  the  cooperation  of 
the  regulators — is  if  completion  of  interim  remedial  (IR)  actions, 
which  we  more  than  doubled  in  1992,  over  150  discrete  interim  re- 
medial actions  have  been  completed  at  126  installations  and  we 
will  have  another  89  under  way  at  the  end  of  1992. 

The  remedial  actions  completed  increased  from  4  in  1991  to  37  in 
1992,  and  the  remedial  actions  under  way  grew  from  7  in  1991  to 
35  in  1992,  and  we  are  hoping  to  continue  that  kind  of  curve  of  in- 


316 

crease  to  get  to  the  cleanups  and  to  the  reduction  of  environmental 
risk  by  interim  remedial  actions. 

Our  1993  execution  plan  calls  for  over  35  percent  of  the  program 
to  be  in  cleanup  actions,  as  compared  to  only  15  percent  in  fiscal 
year  1992,  and  frankly  our  goal  for  1994  is  that  50  percent  of  our 
IR  program  will  be  in  cleanup  actions. 

I  know  that  you  understand  that  we  can't  throw  the  whole 
budget  into  cleanup  because  there  is  a  pipeline  here  that  we  need 
to  keep.  Where  contamination  has  been  identified,  we  need  to  keep 
those  studies  progressing  so  that  there  is  still  something  in  the 
pipeline  to  begin  new  cleanup  projects. 

Mr.  Dicks.  I  don't  think  that  is  going  to  be  the  problem. 

Ms.  MuNSELL.  I  hope  we  can  make  it  all  come  together  quickly. 
We  have  identified  over  the  years  our  goal  to  get  these  cleanups  in 
place  by  the  year  2000.  We  are  developing  a  five-year  plan  to  in- 
clude all  the  sites  and  give  us  a  better  handle  on  our  target  dates. 
We  supplied  you  some  of  the  results  of  that  planning  that  tells  you 
a  bit  about  the  IR  sites  in  Washington. 

Mr.  Dicks.  I  am  going  to  go  back  into  that  in  a  moment.  I  want 
to  turn  this  over  to  Mr.  Visclosky  to  ask  his  questions  and  we'll 
come  back  and  finish  this  segment. 

SPRING  VALLEY  CLEAN-UP 

Mr.  Visclosky.  Thank  you,  Mr.  Chairman.  I  have  a  number  of 
questions.  One  relates  to  Spring  Valley  in  the  District  of  Columbia. 

Mr.  Walker.  I  conduct  that  one,  sir. 

Mr.  Visclosky.  What  is  the  status  of  the  cleanup  in  Spring 
Valley? 

Mr.  Walker.  The  site  was  discovered  January  5,  1993,  and  we  di- 
vided the  project  into  two  phases.  In  Phase  1,  we  identified  the 
buried  munitions  and  they  have  been  removed.  Phase  1  was  com- 
pleted on  February  3rd  at  a  cost  of  slightly  over  $3  million. 

We  have  Phase  2  under  way,  which  is  a  review  of  the  entire  area 
of  some  600  lots  covering  the  old  Camp  American  University  area 
used  in  World  War  I.  We  anticipate,  through  a  thorough  search 
using  equipment  to  identify  anything  below  the  surface,  of  spend- 
ing some  additional  $8  million  before  we  finish.  Hopefully,  we  will 
be  near  completion  by  the  end  of  this  year. 

Mr.  Visclosky.  What  happens  to  the  ammunitions  after  they  are 
taken  from  the  sites?  They  have  been  removed? 

Mr.  Walker.  The  liquids  filled  munitions  which  are  suspected 
chemical  rounds  have  been  removed  to  the  Pine  Bluff  Arsenal,  in 
Pine  Bluff,  Arkansas  for  destruction.  Those  that  were  high  explo- 
sives were  removed  to  Fort  A.P.  Hill  in  Virginia  and  detonated. 
Even  though  they  were  World  War  I  munitions,  they  did  detonate. 

Mr.  Visclosky.  In  cleanup  for  Phase  I,  the  removal  of  the  mate- 
rials, cost  about  $3  million? 

Mr.  Walker.  That  is  correct. 

Mr.  Visclosky.  That  does  not  include  the  additional  search  of  the 
area  or  the  cost 

Mr.  Walker.  For  the  cost  to  date  we  have  spent  $4.4  million. 
That  includes  Phase  I  costs. 
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Mr.  ViscLOSKY.  Are  there  other  sites  hke  this  that  you  suspect 
are  out  there,  and  what  is  the  process  of  trying  to  identify  those 
sites? 

Mr.  Walker.  It  was  announced  today  that  we  have  other  sites 
out  there.  There  are  some  29  expected  sites  similar  to  Spring 
Valley  or  28  additional  to  Spring  Valley.  Those  are— just  to  allay 
any  fears,  we  have  had  an  officer  from  the  District  Corps  of  Engi- 
neers walk  to  each  site  to  check  for  imminent  hazards,  particularly 
to  check  if  there  is  any  construction  currently  underway.  At  those 
28  sites,  we  do  not  see  any  imminent  threat  to  public  health  and 
safety,  but  they  will  be  surveyed,  and  if  removal  is  necessary,  that 
will  be  undertaken. 

We  have  two  sites  already  where  cleanup  is  underway.  One  at 
Raritan  Arsenal  in  New  Jersey,  which  is  a  Defense  Formerly  Use 
Site.  Removal  is  under  way  there.  The  second  is  in  the  Virgin  Is- 
lands at  Water  Island  where  investigations  are  underway.  So  two 
of  those  28  sites  are  being  looked  at  carefully  right  now  beyond 
Spring  Valley. 

Mr.  ViscLOSKY.  In  terms  of  last  year's  appropriation,  Congress  re- 
quired the  Army  to  identify  suspected  locations  of  buried  and  oth- 
erwise unidentified  non-stockpiled  chemical  weapons.  Is  the  search 
that  discovered  Spring  Valley  part  of  that,  or  was  that  in  addition 
to  that  search? 

Mr.  Walker.  That  was  well  under  way  before  we  had  Spring 
Valley.  If  the  excavation  and  discovery  at  Spring  Valley  had  not 
occurred,  it  would  be  listed  as  a  probable  site.  Now  we  know  it  is  a 
confirmed  site.  It  is  among  the  29  sites  announced  today. 

Mr.  ViscLOSKY.  When  do  you  anticipate  a  report  will  be  issued  in 
terms  of  the  congressional  directive  from  last  year? 

Mr.  Walker.  It  was  announced  today  and  should  be  delivered  to 
Congress  today.  I  have  a  copy  of  the  report  and  it  should  have  ar- 
rived here  this  morning. 

The  House  Armed  Services  Committee  and  the  Senate  Armed 
Services  Committees  were  briefed  this  morning.  We  will  be  very 
glad  to  provide  you  a  copy  of  the  report,  sir. 

Mr.  Visclosky.  I  am  leading  you  right  into  that. 

Mr.  Walker.  It  is  timely.  The  press  conference  is  going  on  as  we 
speak. 

reduction  of  hazardous  material 

Mr.  Visclosky.  We  were  talking  today  about  cleanup.  What 
types  of  efforts  are  taking  place  and  what  should  people  such  as 
myself  be  focused  on  in  terms  of  the  military  reducing  the  genera- 
tion of  hazardous  material? 

I  think  that  is  a  societal  problem,  and  I  certainly  think  it  is  a 
problem  for  the  armed  forces  as  well. 

Mr.  Meehan.  Basically  more  of  a  concentration  on  pollution  pre- 
vention, materials  substitution,  getting  rid  of  the  hazardous  materi- 
als that  we  are  now  using,  finding  substitutes  for  those,  and  recy- 
cling when  we  can't  catch  it  up  front  with  pollution  prevention  ef- 
forts. That  is  what  we  are  shooting  for,  catch  it  in  the  near  term. 

Those  efforts  basically  are  iiot  considered  legally  mandated  re- 
quirements, so  in  the  past  we  have  had  to  fight  hard  for  funding. 
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But  the  new  direction  is  to  concentrate  on  the  source,  and  mini- 
mize there. 

Mr.  Vest.  Could  I  add  something  in  direct  answer  to  your  ques- 
tion? The  Air  Force  has  $117  million  in  its  fiscal  year  1994  budget 
request  for  pollution  prevention  and  that  is  to  implement  the  spe- 
cific pollution-prevention  program  in  the  Air  Force.  We  started  it 
in  the  current  fiscal  year  with  $115  million  from  the  fiscal  year 
1992  supplemental. 

So  we  made  a  conscious  decision  in  the  Air  Force  to  have  a 
formal  program,  a  formal  pollution  prevention  budget  to  get  at  the 
generic  kinds  of  things,  and  then  over  time  we  will  move  the  cost 
of  pollution  prevention  into  the  different  programs.  We  found  that 
we  needed  a  jump  start  or  a  slug  of  money  in  there  to  really  get  at 
it. 

Mr.  ViscLOSKY.  One  hundred  and  seventeen  million  dollars  in 
1994? 

Mr.  Vest.  Yes.  We  have  $115  million  of  fiscal  year  1992  supple- 
mental money  that  was  available  in  fiscal  year  1993,  so  for  all 
practical  purposes  that  is  fiscal  year  1993  money. 

Mr.  ViscLOSKY.  The  $115  million  wouldn't  be  considered  to  be 
part  of  the  $117  million? 

Mr.  Vest.  No,  it  would  be  additive. 

Mr.  ViscLOSKY.  So  the  Air  Force  would  take  $115  million  of  sup- 
plemental fiscal  year  1992  money  and  use  it  during  fiscal  year  1993 
to  begin  a  program? 

Mr.  Vest.  That  is  correct. 

Mr.  ViscLOSKY.  And  have  you  asked  for  $117  million  for  fiscal 
year  1994? 

Mr.  Vest.  In  the  current  budget  request,  yes. 

Mr.  ViscLOSKY.  What  about  the  Army? 

Mr.  Walker.  We  understand  the  importance  of  pollution  preven- 
tion because  it  can  help  in  two  ways.  It  cuts  down  on  the  possibility 
that  you  may  have  to  clean  up  and  it  also  reduces  the  cost  of  dis- 
posal. Further,  it  also  reduce  the  risk  of  just  handling  the  hazard- 
ous materials.  We  can  keep  hazardous  material  out  of  the  invento- 
ry- 

We  have  identified  funding  levels  this  year  for  the  first  time  on 
how  much  we  are  spending  on  pollution  prevention.  It  is  about  $15 
million  this  year  and  is  to  be  increased  to  $60  million  next  year. 

I  think  that  there  is  more  money  going  into  pollution  prevention, 
than  is  directly  identified.  I  probably  do  not  have  indirect  costs  by 
the  installations  that  are  not  being  induced.  I  want  to  give  focus  to 
this  area,  and  we  are  increasing  the  attention,  as  you  can  see  by 
Army's  increased  level  of  funding. 

Mr.  ViscLOSKY.  For  the  Army  it  is  $15  million  in  1993  and  $60 
million  in  terms  of  the  request  for  FY  1994? 

Mr.  Walker.  That  is  correct. 

Mr.  ViscLOSKY.  And  the  Navy? 

Ms.  Munsell.  I  can't  give  you  a  comparison.  Our  pollution  pre- 
vention efforts  tend  to  be  hidden  in  our  industrial  facilities  funds. 

The  Navy,  unlike  the  other  services,  has  a  good  many  depot 
maintenance  activities,  Navy  and  Marine  Corps,  that  are  owned 
and  operated  by  the  Navy,  the  Department  of  the  Navy  with  civil- 
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ian  employees  of  the  Department  of  the  Navy.  Those  approximate- 
ly 42  facilities  are  the  bulk  of  our  industrial  effort. 

Their  environmental  efforts,  which  many  of  them  are  in  the  pol- 
lution prevention  area,  source  reduction  area,  tend  to  get  buried,  if 
you  will,  in  the  costs  of  doing  business  that  those  organizations 
assess.  So  that  they  may  adopt  a  source-reduction  method  using  a 
mechanical  parts  washer  but  that  will  be  an  industrial  investment 
for  them  to  reduce  the  cost  of  hazardous  wastes  disposal. 

We  are  conscious  of  the  problem  of  not  being  able  to  articulate 
how  much  we  are  spending  and  where  and  we  are  addressing  that. 
We  are  able  to  anecdotally  point  out  areas  where  our  industrial  fa- 
cilities, using  total  quality  management  techniques,  have  done 
some  outstanding  jobs  of  finding  new  technology  and  reducing  costs 
and  reducing  harm  to  the  environment,  but  we  can't  give  you  those 
kinds  of  numbers. 

Mr.  ViscLOSKY.  Let  me  ask  the  question  in  a  different  fashion.  In 
setting  the  money  aside,  because  money  is  an  issue  but  we  are 
after  results,  for  source  reduction,  the  Air  Force  has  a  program  at 
about  a  quarter  of  a  billion  dollars  over  two  years. 

What  are  the  primary  types  of  source  reductions?  What  types  of 
pollution  would  we  like  to  see  less  of?  And  I  assume  these  types  of 
items  are  measurable  in  terms  of  quantities. 

I  am  looking  for  some  basis  to  be  able  to  come  back  next  year 
and  see  if  progress  is  being  made. 

HAZARDOUS  MATERIAL  DISPOSAL 

Mr.  Meehan.  Hazardous  material  disposal.  We  had  a  goal  to 
reduce  disposal  of  hazardous  wastes  by  50  percent  from  1987  to 
1992.  The  installation  commanders  at  the  local  level  looked  at  the 
process  that  was  involved  in  handling  hazardous  wastes  and  a  year 
ahead  of  schedule,  by  1991,  had  reduced  disposal  of  hazardous 
wastes  by  54  percent  by  doing  simple  things  such  as  looking  at  the 
process.  Instead  of  issuing  a  55-gallon  drum  of  toxic  materials  to 
your  maintenance,  organization  and  another  55-gallon  drum  to 
your  organization  on  the  other  side  of  the  tracks,  they  did  things 
like  ask  what  do  you  really  need,  a  quart,  a  pint? 

They  would  issue  only  what  you  needed,  so  the  excess  doesn't 
hang  around.  Otherwise,  we  get  into  storage  violations  and  we 
have  to  dispose  of  it  and  the  costs  go  up.  Industry  experience  has 
been  that  from  1987  to  1991  its  costs  have  gone  up  600  percent  and 
ours  have  gone  up  only  100  percent. 

The  cost  of  disposing  of  hazardous  wastes  is  increasing  geometri- 
cally. We  are  still  looking  at  the  processes,  in  addition  to  material 
substitutions,  in  addition  to  technology.  There  are  changes  that  can 
still  be  made  in  the  processes  to  lower  costs  and  reduce  hazardous 
waste. 

Mr.  Vest.  We  incentivize  by  the  funding  and  our  priorities  are 
very  simple  at  the  moment,  and  that  is  that  we  will  fully  fund 
those  things  that  are  necessary  to  implement  the  Montreal  proto- 
col, in  other  words,  dealing  with  CFCs  and  the  halons,  the  refriger- 
ants and  the  solvents. 
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Second,  we  will  fund  projects  that  have  a  fast  payback,  fast  pay- 
back being  defined  as  those  things  that  pay  back  within  three 
years. 

In  addition,  what  we  have  found  as  probably  the  most  persu£isive 
way  to  get  at  source  reduction  is  to  ban  things.  The  Chief  of  Staff 
of  the  Air  Force  and  our  senior  logistician,  their  attitude  is  we  will 
identify  and  ask,  can  you  ban  it,  or  where  can't  you  ban  it,  and  we 
will  zero  in  on  one  thing  and  see  how  much  of  it  we  can  ban  across 
the  Air  Force.  Frankly,  it  is  working. 

Ms.  MuNSELL.  Our  industrial  processes  have  targeted  certain 
areas  that  produce  hazardous  wastes  and  we  are  looking  at  substi- 
tutions. One  example  is  to  replace  chemical  solvent  paint-stripping 
and  basing  with  sodium-bicarbonate-stripping  systems.  We  are  im- 
plementing aerosol  can  puncturers  that  reduce  quantity  of  hazard- 
ous waste.  We  are  looking  at  changes  in  the  abrasive  blasting  sys- 
tems to  go  to  recycleable  media. 

All  of  us  are  I  think  engaged  in  looking  at  air  emissions  and 
where  can  we  make  changes  in  the  processes  that  will  reduce  the 
release  of  chemicals  that  are  undesirable  into  the  air. 

The  goal  is  not  always  to  eliminate  the  use  of  a  material  because 
some  of  these  materials  are  very  important  to  the  defense  mission, 
but  to  reduce  the  release  or  to  eliminate  the  release  of  these  things 
into  the  environment,  which  is  really  the  heart  of  the  matter. 

Mr.  ViscLOSKY.  A  major  concern  is  the  destruction  of  the  chemi- 
cal weapon  stockpile.  Here  is  a  program — and  recognizing  it  is  a 
very  complicated  issue — that  started  at  $2  billion  and  we  are  now  at 
8  billion  and  climbing. 

It  seems  like  in  the  long  term,  you  have  the  existing  problem 
and  we  ought  to  reduce  future  problems.  I  would  be  looking  for 
ways  to  measure  results  against  established  goals,  and  money  is 
not  necessarily  the  criteria  by  which  to  judge  that. 

Thank  you,  Mr.  Chairman. 

Mr.  Reitman.  Can  I  also  mention  my  small  program  in  DLA.  We 
have  a  hazardous  minimization  program  which  focuses  on  procure- 
ment of  hazardous  items.  We  are  only  spending  $3  million  in  this 
area  next  year,  but  I  think  it  is  having  important  results. 

In  many  instances,  the  military  specs  and  standards  are  a  de 
facto  world  standard  for  industry,  and  we  have  special  teams  which 
look  for  opportunity  for  changing  specifications  and  specifying  less 
hazardous  or  not  hazardous  materials  in  many  key  procurement 
areas,  including  CFCs,  halons,  asbestos  and  the  like. 

Mr.  ViscLOSKY.  Thank  you. 

Mr.  Dicks.  Let's  go  back  now  and  we  will  move  to  the  Air  Force, 
Mr.  Vest. 

AIR  FORCE  ENVIRONMENTAL  CLEAN-UP  EFFORTS 

Mr.  Vest.  As  I  recall,  Mr.  Chairman,  the  question  was  the 
number  of  sites.  We  started  our  program  for  record  keeping  right 
at  4400  sites  and  we  show  29  percent  of  that  4400  as  closed  out. 
That  calculates  out  to  about  1275.  Some  of  those  are  what  we  call 
no  further  action.  Some  of  them  are  full  cleanups.  Basically  we  try 
to  track  those  that  are  basically  off  the  books. 
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Unfortunately,  I  didn't  bring  with  me  the  figure  that  would  indi- 
cate which  ones  were  exactly  cleanup  as  contrasted  to  no  further 
action. 

You,  I  believe,  also  asked,  and  I  would  like  to  comment  on  this, 
do  you  need  all  of  the  remedial  actions,  or  something  to  that  effect. 
This  is  in  the  context  of  your  question  earlier  about  what  kind  of 
change  is  needed  and  where  the  Congress  can  play. 

I  believe  that  probably  in  the  next  year  or  two  one  of  the  things 
that  is  going  to  pose  a  very  substantial  challenge  to  us  in  this  pro- 
gram is  the  relationship  with  states,  and  in  particular  the  relation- 
ship with  states  as  it  pertains  to  cleanup  standards,  because  the 
way  the  law  and  the  implementation  is  currently  structured,  there 
is  a  great  deal  of  deference  given  to  states  in  terms  of  cleanup 
standards.  At  present,  the  DOD  or  an  element  of  DOD's  only  re- 
course is  to  either  reject  those  or  to  contest  standards. 

I  will  tell  you  that  we  are  doing  so  now  in  California  because 
quite  frankly  some  of  the  things  that  we  were  being  asked  to  do  in 
terms  of  cleanup  standards,  frankly,  in  our  view,  just  didn't  pass 
the  sanity,  cost-effectiveness  test. 

Truly,  there  is  a  potential  to  incur  tremendous  additional  costs 
in  the  manner  in  which  those  standards  are  approached.  Some  we 
put  into  dispute  resolution,  and  we  will  continue  to  do  so,  to  give 
these  things  visibility.  But  I  think  institutionally  we  will  have  to 
deal  with  these  standards  issues. 

There  was  a  recent  court  decision  that  I  can't  speak  to  the  full 
implications  of,  but  it  is  in  the  RCRA-CERCLA  supremecy  area,  if 
you  will,  and  I  believe  the  court  decision  basically  overlies  state 
standards  and  state  approaches  from  RCRA,  literally  overlies  these 
on  a  CERCLA  cleanup  at  a  National  Priority  List  site,  which  has 
significant  implications  in  terms  of  time  and  costs.  Let  me  conclude 
with  a  reference  to  full  use  of  risk  assessment  technologies  or  risk 
assessment  approaches.  We,  I  think  it  is  fair  to  say,  in  this  country 
have  not  been  making  our  cleanup  decisions  on  the  basis  of  real 
risk  assessments.  We  intend  to  make  decisions  based  on  specifica- 
tions and  really  do  not  understand  the  cost  effectiveness  of  the  re- 
medial action  so  we  have  got  to  bring  risk  assessment,  cost  effec- 
tiveness to  bear  on  this  decision-making.  I  see  that  as  the  real  chal- 
lenge for  us  over  the  next  several  years. 

Mr.  Dicks.  So  in  other  words  some  realism? 

Mr.  Vest.  Yes,  sir. 

Mr.  Dicks.  How  would  you  characterize  how  we  do  it  now,  just  go 
clean  it  up  without  making  a  policy  decision? 

Mr.  Vest.  In  the  case  of  an  Air  Force  situation,  our  people 
brought  to  me  in  the  closure  of  bases  a  bunch  of  proposed  remedial 
actions.  One  was  a  $5.2  million  project  to  cap  a  landfill.  I  asked 
when  was  the  landfill  closed.  It  was  closed  48  years  ago.  I  said, 
what  did  the  soil  borings  and  the  water  samples  show?  They  said 
nothing.  I  said,  you  want  me  to  spend  this  money  to  cap  a  landfill 
that  is  closed  where  there  is  no  evidence  of  contamination?  They 
said  yes  and  I  said  why,  and  they  said  that  is  the  way  we  do  that. 
It  had  gone  through  the  consultants  and  our  people.  We  have  to 
change  that  culture. 

I  think  you  are  right;  we  have  to  bring  realism  into  it.  We  have 
built  a  process  in  this  country  that  is  essentially  risk-free  and  in 
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many  respects  there  is  not  good  accountability  in  terms  of  the  use 
of  the  public's  money. 
Mr.  Dicks.  Mr.  Reitman. 

DEFENSE  LOGISTICS  AGENCY  ENVIRONMENTAL  EFFORTS 

Mr.  Reitman.  Defense  Logistics  Agency  has  34  installations 
where  we  have  active  restoration  programs  going  and  we  have  in- 
vestigated some  460  individual  sites,  188  of  those  which  have  been 
closed  out  at  one  point  or  another  of  the  investigation  stage  and 
272  are  active  at  this  time.  We  have  a  total  of  five  NPL  installa- 
tions. To  date,  we  have  gone  through  the  investigation  process  and 
completed  remedial  action  at  24  of  our  sites. 

I  would  like  to  say,  though,  that  we  do  interim  projects  wherever 
it  is  appropriate  and  necessary  to  relieve  a  public  health  hazard. 
All  of  our  NPL  sites  have  had  removal  actions  or  interim  projects 
accomplished  and  sometimes  both  removal  and  interim  remedi- 
ation projects  are  going  on.  To  date,  the  agency  has  undertaken  a 
total  of  55  interim  actions  to  speed  the  restoration  process,  because 
we  are  aware  that  it  is  a  long  and  time-consuming  process. 

Mr.  Dicks.  Ms.  Munsell,  you  note  that  currently  Navy  environ- 
mental proposals  drafted  with  contractor  assistance  are  submitted 
to  the  EPA  where  they  are  reviewed  by  the  agency  contractors. 
EPA  contractors  then  draft  criticisms  which  are  rebutted  by  the 
Navy  contractors.  The  result  is  a  battle  of  letter  exchanges  that 
hold  up  progress.  You  say  you  hope  to  have  the  Navy  and  EPA 
with  their  contractors  in  to  meet  early  in  the  process  and  develop 
environmental  restoration  programs  in  concert. 

Have  you  been  able  to  implement  this  suggestion,  and  if  so,  what 
were  the  results? 

Ms.  Munsell.  I  recall  that  suggestion  last  year,  that  that  was 
the  kind  of  process  we  wanted  to  do  away  with.  I  think  we  have 
made  substantial  progress.  When  I  say  we,  I  think  everybody  at 
this  table  working  together  has  made  substantial  progress  in  doing 
just  that. 

Mr.  Meehan  mentioned  Region  IV.  We  have  an  active  dialogue 
going  with  regulators  in  the  State  of  California.  We  have  had  excel- 
lent relationships  being  built  with  Region  I  and  Region  III,  some 
very  exciting  opportunities.  And  the  key  to  this  is  what  we  suggest- 
ed last  year,  that  is,  you  don't  write  letters  to  each  other  and  you 
don't  send  documents  back  and  forth.  You  go  some  place  together, 
sit  down  and  get  to  know  one  another  and  the  site  that  you  are 
working  on  and  plan  for  what  makes  the  most  sense  to  get  the  job 
done  well.  I  am  very  encouraged  by  the  progress  that  I  have  seen 
in  the  last  year. 

WASHINGTON  STATE  CLEANUP  EXAMPLES 

Mr.  Dicks.  Last  year  I  went  through  the  circumstances  with  re- 
spect to  bases  in  Washington  State  to  illustrate  the  general  prob- 
lems the  program  faces.  To  put  it  mildly,  it  was  not  a  pretty  pic- 
ture. Out  of  more  than  200  sites  on  major  bases  in  the  State  of 
Washington,  only  three  had  actually  been  cleaned  up.  When  I 
asked  for  the  record,  the  best  estimates  for  a  schedule  of  when  we 
would  complete  restoration  of  sites  in  Washington  State,  the  follow- 
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ing  totally  unsatisfactory  response  was  provided:  "At  present,  we 
are  unable  to  provide  the  necessary  information  to  answer  this 
question.  As  soon  as  the  information  is  available,  we  will  forward  it 
to  you."  It  still  has  not  been  sent  to  me  or  the  committee.  I  hope 
that  you  can  now  provide  me  with  at  least  a  rough  estimate  for 
cleanup  schedules  for  Washington  State  bases. 

I  would  like  to  start  first  with  the  Army.  Mr.  Walker. 

Mr.  Walker.  Our  largest  cleanup,  Mr.  Chairman,  of  course  is 
Fort  Lewis. 

Mr.  Dicks.  How  many  sites  do  we  have  at  Fort  Lewis? 

Mr.  Walker.  I  will  give  you  the  funding  and  that  gives  us  a 
chance  to  get  at  the  sites.  We  have  spent  over  $21  million  to  date. 
We  expect  to  spend  $2.4  million  in  fiscal  year  1993.  The  estimate  to 
complete  the  total  cleanup  operation  there  is  $46  million.  So  we 
have  a  ways  to  go  there. 

Mr.  Dicks.  According  to  these  statistics,  there  are  50  Army  sites. 

Mr.  Walker.  Total  number  of  sites,  47  at  Fort  Lewis.  We  have 
completed  preliminary  assessments  for  47. 

Mr.  Dicks.  That  is  47  at  Fort  Lewis.  There  are  50  with  Yakima 
Firing  Center. 

Mr.  Walker.  That  is  correct  and  we  have  completed  the  first 
round  of  preliminary  assessments  there  and  have  the  site  inspec- 
tions under  way.  At  Yakima  Firing  Center,  there  doesn't  seem  to 
be  anything  serious.  On  Fort  Lewis,  we  have  completed  remedial 
action  on  one  site,  four  are  under  way,  and  we  have — the  rest  are 
in  various  stages  of  study  or  completed. 

Mr.  Dicks.  As  I  have  your  total  numbers  for  Army  in  the  State 
of  Washington,  you  have  completed  three? 

Mr.  Walker.  I  think  that  is  correct. 

Mr.  Dicks.  One  at  Fort  Lewis,  one  at  Midway,  Washington,  and 
one  area  is  Young's  Lake,  Washington. 

Mr.  Walker.  The  last  two  are  BRAC  housing  areas. 

Mr.  Dicks.  They  are  both  under  Fort  Lewis.  There  is  Fort  Lewis 
and  then  the  next  12  are  mentioned. 

Mr.  Walker.  The  housing  area,  Midway 

Mr.  Dicks.  And  then  Young's  Lake. 

Mr.  Walker.  There  has  been  one  site  completed  at  each  of  those. 
There  are  three  sites  at  Midway,  three  sites  at  Young's  Lake.  We 
have  completed  the  remedial  actions  at  one  site  at  each  place.  It  is 
a  total  of  three  sites  completed  in  the  State  of  Washington.  Clean- 
up has  been  under  way  as  you  know. 

Mr.  Dicks.  So  you  have  only  1  percent  in  the  State  of  Washing- 
ton completed — 1.5  percent? 

Mr.  Walker.  No.  The  final  remedial  action  is  not  required  for  re- 
sponse actions  to  be  complete.  The  Army  has  completed  response 
actions  at  150  sites  in  Washington. 

Mr.  Dicks.  Is  RC  remedial  action? 

Mr.  Walker.  It  is  response  complete  but  it  hasn't  been  verified 
by  the  regulators.  And  that  response  complete  is  for  32  out  of  the 
47  sites — plus  six,  would  be  53.  When  you  add  response  actions 
completed  which  means  is  this  is  under  review  by  the  regulators  so 
we  have  some  32  sites  under  review  by  the  regulators.  Another  six 
sites  are  listed  on  the  National  Priorities  List  and  will  require  a 
formal  delisting  before  those  sites  can  be  closed  out. 


324 

Mr.  Dicks.  Is  the  total  number  of  sites  in  Washington  State,  204. 
Is  that  what  you  have? 

Mr.  Walker.  That  must  be  for  the  total  DOD. 

Mr.  Dicks.  No,  that  is  Army. 

Mr.  Walker.  No,  that  is  a  mixture  of  total  DOD.  Here  is  service, 
Army,  200  sites. 

Mr.  Dicks.  Two  hundred  and  four. 

Mr.  Walker.  A  lot  of  those  are  reserve  centers  not  posing  prob- 
lems. 

Mr.  Dicks.  I  understand  that. 

Mr.  Walker.  The  reserve  centers  have  been  under  various  stud- 
ies. 

Mr.  Dicks.  142  is  RC.  That  means  the  comments- 


Mr.  Walker.  Yes,  and  the  response  is  complete.  Army's  response 
is  complete  for  142  sites  at  the  preliminary  Assessment  Phase. 

Mr.  Dicks.  Then  you  have  SI. 

Mr.  Walker.  That  is  a  site  inspection. 

Mr.  Dicks.  You  have  20  there. 

Mr.  Walker.  The  new  total  is  20  complete,  25  under  way  and  15 
scheduled.  The  new  data  coming  to  you  very  shortly  will  show  a 
revised  number  for  site  inspections.  And  we  have  remedial  investi- 
gation feasibility  studies,  we  have  eight  complete,  six  under  way, 
six  future  and  five  response  complete  under  study  by  the  regula- 
tors. 

Mr.  Dicks.  I  have  six  future,  five  RC. 

Mr.  Walker.  The  new  data  should  reflect  progress  along  there 
and  that  will  be  provided  to  you  shortly.  For  the  remedial  or  inter- 
im remedial  action  we  have  completed  six  and  four  underway.  For 
remedial  design,  we  had  two  future  and  three  remedial  actions 
complete,  four  final  remedial  actions  under  way,  three  response 
complete  or  being  studied  by  the  regulators.  A  total  of  150  actions 
where  the  response  by  the  Army  is  complete  and  on  schedule.  The 
next  category  is  118;  the  118  is  still  a  subset  of  the  150.  Excuse  me 
just  a  minute,  we  have  been  indicated  that  the  service  or  the  regu- 
lators are  almost  complete  on  the  118.  That  is  the  status  of  the 
review. 

Mr.  Dicks.  Are  you  saying  they  are  almost  done  with  118? 

Mr.  Walker.  That  is  correct.  Of  the  150  sites  with  completed  re- 
sponses (RC),  118  sites  are  also  in  the  closed  out  status.  The  differ- 
ences of  32  sites  are  response  complete  sites  at  Ft.  Lewis. 

Mr.  Dicks.  Do  you  agree  with  them? 

Mr.  Walker.  Specifically  I  don't  have  any  basis  to  challenge 
them. 

Mr.  Dicks.  I  am  talking  about  your  support  behind  you.  He 
seemed  to  turn  pale  when  you  said  118. 

Mr.  Walker.  Without  complete  knowledge  of  that,  we  can't  chal- 
lenge that  number,  but  the  large  effort  at  Fort  Lewis  is  under  care- 
ful study.  Anything  that  is  done  there,  that  involves  considerable 
investment  in  funding  is  reviewed  carefully. 

We  have  action  plans  to  speed  up  the  process.  Particularly  at 
Fort  Lewis  because  it  is  on  the  national  priority  list.  The  other 
sites  are  lower  priority  and  there  is  no  indication  that  they  are 
posing  threats. 

Mr.  Dicks.  Are  there  any  real  threats  at  Fort  Lewis? 
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Mr.  Walker.  We  have  them  contained 

Mr.  Dicks.  So  you  have  47  sites.  Of  those,  are  any  of  them  haz- 
ardous to  pubUc  health? 

Mr.  Walker.  We  have  taken  action  there  to  ensure  that  we  don't 
have  a  threat  to  pubUc  health. 

Mr.  Dicks.  You  have  made  sure  that  at  these  47  sites  there  is  no 
risk  to  public  health  by  people  who  work  on  the  base? 

Mr.  Walker.  We  did  for  a  short  time  provide  bottled  water  to 
those  that  might  be  threatened. 

Mr.  Dicks.  We  had  to  take  prisoners  to  get  that  done  but  we  did 
get  it  done.  That  was  a  long  time  ago.  We  put  in  a  pipeline  system. 

Mr.  Walker.  We  have  finished  the  work  at  the  landfill  which 
has  been  capped. 

Mr.  Dicks.  So  you  would  testify  there  is  no  threat  there  to  public 
health  but  you  still  have  to  go  through  all  the  steps  to  close  out 
these  47  sites? 

Mr.  Walker.  I  think  if  the  process  had  been  smoother  we  would 
have  moved  into  the  remedial  actions  capping  and  getting  the 
ground  water  remediation  in  place  earlier.  We  have  worked 
through  the  process  with  the  regulators  and  apparently  there  are 
still  some  high  cost  items.  I  am  reviewing  the  program  to  see  if  we 
can't  reduce  costs  and  bring  that  $47  million  cost  to  complete 
down. 

Mr.  Dicks.  That  is  just  at  Fort  Lewis? 

Mr.  Meehan.  That  is  correct. 

Mr.  Dicks.  What  is  the  cost  to  complete  at  Yakima  firing  range? 

Mr.  Walker.  Minimal.  They  are  not  significant  because  site  in- 
vestigations have  not  revealed  anything.  We  have  not  gone  to  the 
later  stages. 

Mr.  Dicks.  Are  there  serious  problems  at  Fort  Lawton  or  over  in 
Spokane? 

Mr.  Walker.  The  studies  to  date  would  indicate  that  there  are 
not  because  we  proceed  on  worst  first  priorities  and  nothing  has 
shown  up  there.  If  it  had,  we  would  have  increased  the  priority 
considerably. 

Mr.  Dicks.  Thank  you.  We  will  hear  from  the  Navy  now. 

Ms.  MuNSELL.  Yes,  sir. 

Mr.  Dicks.  Let's  go  through  your  record  here. 

Ms.  MuNSELL.  All  right. 

Mr.  Dicks.  The  big  three  are  Whidbey  Island  with  55,  Sub  base 
Bangor  with  39.  Whidbey,  Bangor  and  Keyport  are  NPL  sites.  They 
have  been  hazardous  ranked  by  EPA  and  designated  as  needing 
action  to  be  taken  to  address  potential  contamination.  Do  you  have 
the  shipyard  on  the  list? 

Ms.  MuNSELL.  It  is  not  on  the  NPL  list  at  this  time.  It  may  be  in 
the  future  as  EPA  completes  more  hazards  ranking,  but  at  this 
time  it  is  not  named. 

Mr.  Dicks.  So  we  have  164  sites  on  my  list; 

Ms.  MuNSELL.  I  really  don't  have  the  same  piece  of  paper  that 
you  do,  sir.  I  apologize. 

Mr.  Dicks.  Could  the  Army  share  that  list  with  the  Navy? 

Ms.  MuNSELL.  I  see  where  we  are.  We  are  on  page  132? 

Mr.  Dicks.  Yes.  Page  number  131  and  it  says  Navy  and  it  has  all 
the  various  sites,  and  totals  up  to  164  sites.  Do  you  see  that?  And 
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the  next  list  has  159.  I  don't  know  what  the  difference  is.  Prehmi- 
nary  assessments  have  been  completed  on  159. 

Ms.  MuNSELL.  I  am  sorry,  I  don't  see  that.  I  see  on  page  132  a 
short  list  of  Navy  which  has  a  total  number  of  sites,  181.  I  think 
we  are  talking  about  the  same  basic  kinds  of  concepts,  of  numbers 
of  sites. 

Mr.  Dicks.  We  will  get  you  the  list. 

[The  list  follows:] 
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Ms.  MuNSELL.  This  is  a  new  one.  All  right,  thank  you. 

Mr.  Dicks.  Now  the  Air  Force  has  helped  you  as  well.  The  list 
starts  with  one  of  four? 

Ms.  MuNSELL.  Yes. 

Mr.  Dicks.  Then  it  goes  to  159  completed. 

Ms.  MuNSELL.  The  preliminary  assessments  out  of  164  total  sites, 
which  are  sites  that  have  been  identified  either  under  RCRA, 
CERCLA  or  the  underground  storage  tank  program  as  potentially 
contaminated,  we  have  done  a  preliminary  assessment  and  that  is 
complete  at  159  of  those.  It  looks  as  if  we  have  identified  as  re- 
sponse complete;  that  is,  no  further  action,  31  of  those.  So  then  we 
are  going  on  to  look  at  site  investigation  stage  for  90  of  those 

Mr.  Dicks.  Right. 

Ms.  MuNSELL.  Response  complete-it  looks  like  eight 

Mr.  Dicks.  Thirteen. 

Ms.  MuNSELL.  Were  knocked  out. 

Mr.  Dicks.  Then  eight,  you  are  right. 

Ms.  MuNSELL.  Under  remedial  investigation  and  feasibility  study 
under  way,  that  is  where  we  come  back  to  the  sheet  I  sent  you  yes- 
terday, that  most  of  the  major  installations  are  in  a  RIF  stage,  59 
of  them,  with  future  action  to  be  taken  at  40. 

Mr.  Dicks.  All  right.  When  it  gets  down  to  the  bottom  line  of  re- 
medial actions,  we  have  only  completed  as  I  understand  it  two  sites 
in  Washington  State  for  the  Navy? 

Ms.  MuNSELL.  I  don't  think  that  is  correct.  I  would  have  to 
check. 

Mr.  Dicks.  In  your  list  that  you  sent  me,  two  remedial  actions 
complete,  one  action  includes  17  underground  storage  tanks  (USTs). 

Ms.  MuNSELL.  Right. 

Mr.  Dicks.  And  five  remedial  actions  under  way. 

Ms.  MuNSELL.  Okay. 

Mr.  Dicks.  So  doesn't  that  mean  that  out  of  159  sites  that  we 
have  identified,  only  two  have  been  completed? 

Ms.  MuNSELL.  Only  two  have  a  completed  remedial  action  but  re- 
sponses have  eliminated  some  at  earlier  phases. 

Mr.  Dicks.  That  is  right.  You  are  saying  that  there  has  been  a 
win'^iowing  out  process  starting  at  164  and  coming  down 

Ms.  MuNSELL.  Yes. 

Mr.  Dicks.  You  have  102  left  to  do,  is  that  what  you  are  saying 
here? 

Ms.  MuNSELL.  It  looks  as  if  102  remain.  I  wish  I  were  more  com- 
fortable with  these  numbers  because  this  is  the  first  time  I  have 
seen  them  and  haven't  worked  through  them.  It  looks  at  if  we  have 
102  future  actions  for  remedial  action  and  I  am  really  not  comfort- 
able with  that  number. 

Mr.  Dicks.  Well,  it  is  the  one  we  have  so  if  you  want  to  correct  it 
for  the  record,  you  can. 

[The  information  follows:]  I 

The  Navy  is  investigating  potential  hazardous  waste  sites  at  12  installations  in 
the  State  of  Washington.  Currently,  164  sites  have  been  identified  and  40  of  those 
sites  have  response  actions  completed.  In  addition,  the  Navy  has  completed  or  un- 
derwray  12  interim  actions  at  11  sites.  The  Navy  is  aggressively  attempting  to  do 
interim  actions  which  can  reduce  the  risk  at  the  site  and  contribute  to  the  final 
cleanup  action.  The  Navy  expects  that  final  remedial  action  will  be  necessary  at  112 
remaining  sites  in  the  State  of  Washington. 
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Ms.  MuNSELL.  We  have  remedial  actions  underway,  one  complete 
for  the  17  at  Whidby.  We  have  a  remedial  action  underway  at — a 
remedial  action  underway  at  Bangor;  one  underway  at  NSC  Puget 
Sound.  We  have  one  complete  at  Indian  Island  and  a  remedial 
action  underway  at  Keyport.  That  doesn't  square  with  the  numbers 
we  are  reading  on  this  paper  so  I  have  to  ask  you  to 

Mr.  Dicks.  Of  all  the  ones  you  have  mentioned  there  are  56  under- 
way. We  have  those  cited  at  the  bases — two  are  completed,  five  are 
underway.  I  am  trying  to  use  this  as  an  example  so  I  can  year-by- 
year  see  how  we  are  doing. 

I  am  going  to  yield  to  Mr.  Darden  at  this  time  who  has  not  had 
an  opportunity  to  ask  any  questions  and  then  I  will  come  back  and 
do  the  Air  Force. 

ENVIRONMENTAL  RESTORATION 

Mr.  Darden.  I  appreciate  your  yielding  and  I  will  be  uncharac- 
teristically brief. 

First  of  all,  Mr.  Meehan,  I  appreciate  your  being  here  and  bring- 
ing to  our  attention  your  request  on  this  very  critical  category.  I 
know  this  might  have  been  covered  before  but  I  want  to  be  sure  I 
have  the  figures  correct.  I  believe  in  your  initial  statement  you  said 
the  total  amount  of  budgetary  request  for  OSD  as  well  as  the  de- 
partments combined  was  how  much? 

Mr.  Meehan.  Roughly  $5.2  billion. 

Mr.  Darden.  That  is  an  increase  from  last  year's  appropriated 
request,  an  actual  appropriation  of  how  much? 

Mr.  Meehan.  It  is  about  a  20  percent  increase  in  budget  author- 
ity. 

Mr.  Darden.  About  20  percent?  I  was  thinking  it  was  more  than 
that.  In  any  event,  with  a  very  robust  increase  like  this  are  you 
geared  up  and  do  you  have  satisfactory  personnel  and  procedures 
in  place  to  spend  the  money  in  such  a  way  that  you  will  get  the 
most  for  the  taxpayer's  dollar  in  this  respect? 

Mr.  Meehan.  Yes,  sir.  The  Services  have  assured  us  that  they 
can  invest  those  resources  wisely  and  properly  and  execute  the 
funds  when  provided.  We  have  been  slow  in  the  past  but  we  have 
been  concentrating  on  what  everyone  refers  to  as  "study  work"  in 
the  past.  We  are  getting  into  actual  cleanup,  remedial  design  and 
action  and  that  involves  more  funds. 

What  we  projected  for  1993  was  roughly  49  percent  of  the  re- 
sources would  go  into  remedial  design  or  remedial  action  and  for 
fiscal  year  1994  we  project  at  least  55  percent.  When  you  move  into 
that  phase,  it  is  more  costly.  The  personnel  and  industry  are  there. 
The  work  can  be  accomplished  and  it  needs  to  be  done. 

Mr.  Darden.  Do  you  have  a  rough  breakdown  on  how  much  will 
be  done  in-house  and  how  much  will  be  contracted  out? 

Mr.  Meehan.  The  bulk  of  the  cleanup  work,  for  the  most  part,  is 
contracted  out.  There  is  a  little  bit  done  by  the  Air  Force  in-house, 
but  I  am  not  quite  clear  on  that,  a  slight  bit  of  Air  Force  in-house. 

Mr.  Darden.  $4  billion  or  $5  billion  will  be  contracted  out? 

Mr.  Meehan.  Yes,  sir. 

Mr.  Darden.  Is  the  same  true  for  the  R&D  portion? 
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Mr.  Meehan.  National  labs  are  involved  but  the  private  sector 
gets  involved  as  well. 

Mr.  Darden.  Are  there  any  emerging  technologies  that  are 
present  as  a  result  of  our  own  government  research? 

Mr.  Meehan.  Yes.  Cone  pentrometer  is  one,  a  technique  devel- 
oped by  the  Army  to  improve  the  ability  to  sample  sites  more 
quickly  and  more  accurately.  We  are  experimenting  with  ground 
penetrating  radar.  I  could  provide  a  more  detailed  list  for  the 
record — but  let  me  give  you  others  right  now — field  portable  mass 
spectrometry,  composting  of  explosives'  contaminated  soil. 

[The  information  follows:] 

The  Department  has  a  number  of  research  and  development  technologies  that  we 
are  developing  as  a  result  of  our  own  research: 

Bioventing  Demonstration  project  at  Eilson  Air  Force  Base  in  Alaska — a  low-tech 
soil  clean  up  technology  for  treating  hydrocarbon  contaminated  fuel  in  a  sub-artic 
environment. 

The  Air  Force  Civil  Engineering  Support  Agency  is  developing  Ion  Vapor  Deposit- 
ed aluminum  as  a  replacement  for  cadmium  electroplating.  Electroplated  cadmium 
is  a  toxic  metal. 

The  Air  Force  is  studying  the  use  of  supercritical  water  oxidation  to  completely 
oxidize  hazardous  wastes  associated  with  rocket  motors. 

DoD,  working  with  DoE,  has  developed  technology  known  as  Site  Characterization 
and  Analysis  Penetrometer  System  to  more  cost  effectively  gather  data  for  site 
cleanup.  Successful  demonstrations  of  the  technology  have  occurred  at  Savannah 
River  DOE  site,  Tyndall  Air  Force  Base,  Jacksonville  Naval  Air  Station,  and  Ft. 
Dix,  New  Jersey. 

The  Army  is  working  on  a  bioremediation  of  explosive  contaminated  soils  to 
reduce  explosive  contamination. 

The  Army  is  using  a  Hot  Gas  Decontamination  System  to  decontaminate  facilities 
and  equipment  contaminated  with  chemical  and  explosive  agents.  The  current 
method  involves  a  time  consuming  method  of  disassembly  and  incineration.  The 
Army  conducted  pilot  demonstrations  at  Cornhusker  and  Hawthorne  Army  Ammu- 
nition Plants  and  is  installing  a  permanent  system  at  Hawthorne  AAP. 

Pine  Bluff  Arsenal  developed  a  process  to  rejuvenate  Super  Tropical  Bleach — used 
for  chemical  agent  decontamination — whose  shelf  life  is  expiring.  If  the  bleach  ex- 
pires, the  Army  must  dispose  of  it  as  hazardous  waste.  The  rejuvenation  process  will 
save  money  and  limit  unnecessary  disposal. 

Working  with  EPA,  the  Navy  is  involved  in  using  technology  for  the  on-site  clean- 
up of  PCB  contaminated  soil  at  the  Navy  Public  Works  Center,  in  Guam. 

The  Navy  is  using  paint  gun  washer  at  the  Pearl  Harbor  Naval  Shipyard  to  save 
the  use  of  organic  solvents  to  clean  paint  guns.  The  process  consumes  significantly 
less  solvent — some  of  which  can  be  reused. 

The  Navy  is  using  dry  filters  to  minimize  waste  output  resulting  from  equipment 
painting  at  its  Aircraft  Intermediate  Maintenance  Division  at  Barbers  Point  Naval 
Air  Station. 

research  and  development 

Mr.  Darden.  I  think  it  is  very  important  that  we  use  our  R&D 
funds  to  develop  a  tech  base,  not  only  from  the  funds  we  contract 
out  but  spend  in  our  own  labs,  because  I  really  believe  there  is  a 
civilian  application  of  these  technologies  and  hope  that  we  can  lead 
the  way  from  the  Department  of  Defense. 

Mr.  Meehan.  I  agree.  It  was  mentioned  before  when  the  Chair- 
man brought  it  up,  that  the  regulators  put  more  trust  in  us  be- 
cause they  know  we  have  the  requirement  to  do  the  work  and  we 
are  not  going  to  get  out  from  under  that  responsibility.  The  regula- 
tors increasingly  are  becoming  more  trustful  of  us  using  innovative 
technology.  Therefore,  we  have  a  responsibility  to  take  the  lead 
and  to  try  things  out.  If  we  try  new  technology  at  a  site  and  it 
doesn't  work,  we  will  go  back  and  get  it  done  right.  We  have  the 
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additional  responsibility  to  try  innovative  approaches.  Regulators 
are  working  with  us. 

In  addition  to  developing  the  technology  for  our  own  program, 
we  could  also  use  it  for  technology  transfer  in  helping  other  coun- 
tries around  the  world.  So  when  you  take  the  global  perspective, 
we  can  do  a  lot  to  help  American  industry. 

Mr.  Darden.  I  am  sure  you  discussed  today  the  Spring  Valley  sit- 
uation. How  many  more  situations  like  that  are  likely  to  occur?  Do 
you  think  we  have  a  pretty  good  handle  on  them? 

Mr.  Meehan.  There  are  28  additional  possibilities.  I  will  let  Mr. 
Walker  answer. 

Mr.  Walker.  There  has  been  a  great  deal  of  search  through 
records.  Prior  to  1970  it  was  a  practice  to  bury  the  munitions 
coated  with  lime  and  hope  that  they  would  deteriorate.  Now  we  are 
finding  that  that  was  not  a  good  practice.  It  was  stopped  and  we 
have  identified  those  areas  in  the  report  released  today.  We  hope 
that  those  are  the  only  areas.  They  have  been  identified  and  will 
be  addressed  and  appropriately  so  we  can  resolve  any  issue  there. 

NAVAL  AIR  STATION  ATLANTA  CLEANUP 

Mr.  Darden.  One  final  question.  I  believe  there  was  a  list  that 
the  associated  press  recently  reported  having  to  do  with  Navy  sites, 
I  just  learned  that  NAS  Atlanta  was  on  there.  As  you  may  know, 
Ms.  Munsell,  that  facility  was  relocated  from  an  airport  northeast 
of  Atlanta  to  the  Dobbins  campus  30  or  so  years  ago.  Is  the  alleged 
area  or  the  area  of  potential  contamination  at  the  old  NAS  site  or 
the  relatively  new  NAS  site? 

Ms.  Munsell.  I  am  sorry,  I  will  have  to  take  that  for  the  record. 

Mr.  Darden.  Would  you  check  that  and  supply  that  to  us  for  the 
record.  If  you  just  have  somebody  give  us  a  call  on  it,  that  will  be 
sufficient  for  our  purposes. 

Thank  you  very  much,  Mr.  Chairman. 

[The  information  follows:] 

NAS  Atlanta  is  colocated  with  Dobbins  Air  Force  Base.  The  preliminary  assess- 
ment of  NAS  Atlanta  was  done  by  the  Air  Force  when  they  did  Dobbins  AFB  and 
no  potential  sites  were  discovered  during  the  investigation  on  land  used  by  NAS  At- 
lanta. We  are  not  familiar  with  the  Associated  Press  report  that  Mr.  Darden  re- 
ferred to  in  his  question. 

air  force  sites  in  WASHINGTON  STATE 

Mr.  Dicks.  Mr.  Vest,  back  to  the  Air  Force. 

Mr.  Vest.  For  the  State  of  Washington. 

Mr.  Dicks.  Do  you  have  the  list? 

Mr.  Vest.  I  believe  so,  it  shows  109  total  sites  for  the  Air  Force? 

Mr.  Dicks.  This  list  I  have  was  supplied  by  DOD  to  me  just  yes- 
terday. I  regret  very  much  that  the  Navy  didn't  get  a  copy  of  it. 

Ms.  Munsell.  We  probably  got  a  copy  but  I  did  not. 

Mr.  Dicks.  It  says  109  total  sites.  Then  it  goes  to  100.  Do  you 
want  to  go  through  it  and  explain  the  numbers? 

Mr.  Vest.  One  general  statement — you  will  notice  that  there  are 
four  activities  called  ANGB,  and  as  well  as 

Mr.  Dicks.  That  is  an  Air  National  Guard  Base? 
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Mr.  Vest.  That  is  correct  and  then  Bellingham — basically  the 
only  things  that  are  currently  under  way  in  the  State  of  Washing- 
ton on  that  list  are  McChord  and  Fairchild. 

Mr.  Dicks.  That  is  95. 

Mr.  Vest.  The  reason  being  that  unless  we  have  some  sort  of  a 
state  compliance  order  or  something  like  that,  those  kinds  of  activi- 
ties are  simply  not  being  funded.  There  is  not  sufficient  money  be- 
cause we  are  only  funding  in  this  program  to  meet  legal  require- 
ments. The  National  Guard,  I  am  basically  shut  down  at  70  loca- 
tions. You  will  notice 

Mr.  Dicks.  You  are  completed  on  all  95  of  those  in  your  prelimi- 
nary assessment? 

Mr.  Vest.  That  is  correct. 

Mr.  Dicks.  That  is  30  and  65. 

Mr.  Vest.  For  McChord,  it  is  important  to  note  that  60  or  30  at 
least,  according  to  the  information  I  got  before  I  came  over  here,  30 
of  the  65  total  sites  are  closed  out.  I  didn't  check  to  see,  that  looks 
to  be  very  close  because  we  are  showing  in  the  SI  column.  Where 
you  see  28  under  RC,  that  means  those  are  closed  out.  So  we  are 
looking  at  a  good  28  to  30  which  are  completely  closed  out,  which 
means  there  are  35  sites  left  ongoing  at  McChord. 

Let  me  also  say  that  to  date  at  McChord  we  have  spent  approxi- 
mately $22  million  already  and  in  the  current  year  are  spending 
roughly  $5.3  million. 

Mr.  Dicks.  That  is  in  1993? 

Mr.  Vest.  That  is  correct.  In  1994  you  have  the-1994  at  McChord 
we  will  throw  out  seven  more  sites.  This  year  our  management 
action  plan  calls  for  the  closeout  of  20.  I  didn't  write  down  the 
exact  cost  on  the  1994,  but  we  are  projecting,  according  to  the  man- 
agement action,  approximately  $20  million  additional  1994  through 
the  plan,  outyears  to  close  out  the  entire  program.  We  will  then 
close  out  three  more  sites  for  1995,  two  in  1996  and  then  we  only 
carry  two  remaining  sites,  one  which  closes  out  by  the  manage- 
ment action  plan  in  2002,  the  other  closes  out  in  2003. 

Mr.  Dicks.  But  thus  far  to  be  fair  to  the  other  services,  you  have 
one  site  completed,  one  RA? 

Mr.  Vest.  One  fully  completed  RA,  that  is  correct. 

Mr.  Dicks.  So  since  last  year  we  have  doubled  our  number.  We 
have  gone  from  three  to  six  in  the  State  of  Washington.  I  realize 
that  is  not  completely  fair  because  a  lot  of  these  are  moving 
through  the  process,  a  number  have  dropped  out,  a  lot  of  work  has 
been  done  to  move  them  down  the  line.  You  have  to  admit  that 
only  getting  three  more  done  in  one  year,  going  from  three  last 
year  to  six  this  year,  does  indicate  that  we  have  a  little  work  to  do 
in  this  program  in  order  to  move  it. 

Ms.  Munsell,  I  was  very  impressed  by  the  investment  that  the 
Navy  is  making  in  Washington  State  next  year.  That  represents  a 
substantial  commitment  it  seems  to  me  in  dollars  aimed  at  trying 
to  deal  with  this  program.  Mr.  Vest  gave  us  some  numbers.  I  would 
appreciate  it  if  the  Army  could  give  us  the  numbers  that  it  has. 

Mr.  Walker.  For  fiscal  year  1994,  it  is  about  $13  million  for  Fort 
Lewis. 

Mr.  Dicks.  That  is  just  for  Fort  Lewis.  Is  there  anything  else 
going  to  happen? 
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Mr.  Walker.  Yes,  I  will  have  to  add  that  for  the  record. 
[The  information  follows:] 

Other  fiscal  year  1994  activities  in  Washington  are  (1)  Yakima  Firing  Center — 
Remedial  Investigation/Feasibility  Study  $400,000  and  (2)  Camp  Bonneville  Impact 
Area — Preliminary  Assessment  $500,000. 

Mr.  Walker.  Something  else  that  should  be  understood  about 
sites.  Even  though  we  do  not  have  that  many  sites,  we  have  re- 
moved considerable  contamination  from  many  of  the  sites.  We  have 
pumped  and  treated  and  we  have  reduced  contamination  consider- 
ably even  though  the  sites  are  not  completely  cleaned  up. 

Mr.  Dicks.  So  part  of  it  is  the  bureaucratic  delay  with  the  agen- 
cies. Is  there  an  unwillingness  to  finally  give  you  a  free  bill  of 
health  at  the  end  of  the  process? 

Ms.  MuNSELL.  The  indicator  of  progress  and  our  relationships 
with  the  agencies  and  the  regulators  in  the  interim  remedial 
action — that  is,  where  we  can — before  the  process  gets  to  the  end, 
we  can  sit  down  with  the  regulators  and  decide  to  eliminate  con- 
tamination and  get  the  thing  under  control  even  though  all  of  the 
process  hasn't  finished  itself  out.  We  are  very  hopeful  with  the 
State  of  Washington  and  with  the  regulators  from  EPA 

Mr.  Dicks.  Somebody  mentioned  California.  How  is  Washington 
State  to  deal  with  compared  to  California? 

Ms.  MuNSELL.  They  are  a  tough  bunch  but  they  are  a  reasonable 
bunch,  by  and  large. 

Mr.  Dicks.  Any  dissent  from  that? 

Mr.  Walker.  I  think  that  is  a  fair  answer,  sir. 

Mr.  Vest.  If  I  may,  it  may  well  be,  all  things  considered,  that  we 
are  not  using  the  right  measures  and,  frankly,  I  think  it  is  very 
important 

Mr.  Dicks.  We  should  have  the  total  environmental  contamina- 
tion and  how  much  we  have  reduced  it  every  year. 

Mr.  Vest.  We  should  begin  to  think  that  way,  particularly  where 
we  are  going  to  be  doing  interim  remedial  actions.  These  kinds  of 
charts  are  not  indicative  of  the  true  progress  that  we  are  making. 

Mr.  Dicks.  Why  don't  you  give  us  a  chart  that  is.  You  think 
there  has  been  progress  made? 

Mr.  Meehan.  I  do  because  of  the  increased  attention  being  paid 
to  interim  remedial  actions,  but  we  do  need  better  measures  of 
progress. 

Mr.  Dicks.  I  think  that  is  probably  fair.  I  think  the  way  we  look 
at  these  charts  the  numbers  don't  look  very  impressive  but  it 
sounds  to  me  as  if  you  have  investigated  a  lot  of  sites  and  you  have 
decided  with  the  regulators  that  they  are  not  worthy  of  further 
action  so  we  have  cleared  that  up. 

Two,  you  have  a  lot  of  sites  where  you  have  done  your  remedial 
work  and  you  are  doing  actual  cleanup  at  the  same  time  and  you 
have  taken  care  of  all  of  the  most  dangerous  sites.  Are  there  any 
sites  out  there  today  in  any  of  the  Services  that  pose  a  threat  to 
the  public  health  and  safety  of  the  people  in  the  military  or  in  the 
communities? 

Mr.  Vest.  In  the  Air  Force,  our  view  would  be  the  answer  is  no. 
There  are  reports  being  published  by  the  Agency  for  Toxic  Sub- 
stance and  Disease  Registry  [TSDR]  saying  in  fact  there  is  risk  to 
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health  and  environment  and  what  have  you,  and  which  you  are 
probably  going  to  see  more  of  that. 

Frankly  those  kinds  of  reports  will  be  problematic.  The  fact  is  I 
think,  and  I  trust  the  same  is  true  for  both  the  other  military  de- 
partments, is  that  there  is  to  my  knowledge  absolutely  no  immi- 
nent threat  to  anybody's  health  out  there  coming  from  site  or 
water  contamination  from  the  Air  Force. 

Mr.  Meehan.  That  has  not  been  properly  addressed.  For  exam- 
ple, there  may  be  an  indication  where  groundwater  contamination 
is  a  threat  to  the  people  who  have  well  water.  That  would  be  con- 
sidered a  threat  on  the  part  of  the  Agency  for  Toxic  Substances 
and  Disease  Registry  which  would  be  addressed.  We  would  provide 
bottled  water  until  another  solution  could  be  found.  So,  yes,  there 
are  threats  out  there  but  we  believe  we  have  probably  addressed 
those  threats  where  we  have  found  them  to  exist. 

Mr.  Dicks.  Shouldn't  that  be  at  the  top  of  our  priority  list? 

Mr.  Meehan.  Yes.  We  have  to  do  much  better  risk  assessment 
and  managing  that  risk;  not  just  the  assessment  of  the  risk,  but 
how  we  go  about  managing  that  risk. 

Mr.  Dicks.  Ms.  Munsell  and  Mr.  Walker,  do  you  want  to  com- 
ment? 

Mr.  Walker.  I  would  agree.  We  do  have  potential  threats  in 
some  of  these  areas.  We  have  addressed  it  to  make  sure  it  is  not 
eminent.  Earlier  this  year  we  had  the  Spring  Valley  response.  It 
was  a  very  serious  situation.  We  didn't  know  about  that,  but  once 
discovered,  we  went  in  and  immediately  took  proper  response  ac- 
tions. If  the  threat  is  there,  we  try  to  respond  appropriately. 

Mr.  Dicks.  Mr.  Walker,  you  said  there  are  28  other  arsenal  sites 
that  have  been  identified  similar  to  the  Silver  Spring  site  in  D.C.? 

Mr.  Walker.  That  is  correct.  The  report  released  today  stated 
that  there  are  28 — well,  29  including  the  Spring  Valley  area  out 
there  that  were  formerly  used  sites.  Each  one  has  been  checked  by 
an  officer  in  the  Corps  of  Engineers,  each  one.  He/she  walked  over 
the  ground  to  check  for  any  imminent  threat  and  to  make  sure 
there  is  no  construction  activity  going  on  or  planned  at  the  present 
time. 

We  have  warned  the  owners  about  the  problem  and  if  there  are 
any  intrusive  actions  going  on,  we  want  to  be  notified.  We  will  be 
addressing  those  sites  in  greater  detail.  Some  of  them  are  being 
studied  presently. 

Mr.  Dicks.  Are  any  of  them  in  Washington  State? 

Mr.  Walker.  I  think  you  have  one.  It  is  on  a  Navy  installation, 
but  it  is  not  one  of  the  28,  sir. 

Ms.  Munsell.  It  is  Bangor? 

Mr.  Dicks.  U.S.  Naval  Magazine,  Bangor. 

Ms.  Munsell.  It  is  currently  Naval  Submarine  Base  Bangor. 
There  is  an  investigation,  evidence  that  the  Army  has  been  kind 
enough  to  share  with  us,  will  be  built  into  the  IR  program.  We 
have  not  identified  it  as  a  threat  to  date. 

Mr.  Walker.  That  is  not  one  of  the  additional  sites.  That  is  a 
new  site,  but  on  a  DOD  installation. 

Mr.  Dicks.  You  have  29  new  sites,  109  sites  that  are  on  current 
installations  with  the  same 
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Mr.  Walker.  There  are  a  total  of  75  locations.  There  are  multi- 
ple sites  because  the  total  number  of  sites  is  190. 

Mr.  Dicks.  These  are  all  new. 

Mr.  Walker.  Some  are  under  investigation  and  have  been  sus- 
pected for  a  time.  We  have  identified  them  through  careful  record 
searches  for  something  similar  to  a  Spring  Valley  situation  that  we 
may  have  to  respond.  Some  are  probable.  Some  are  suspect  sites. 

Of  the  75  locations  reported  this  morning,  29  are  formerly  used 
sites.  Forty-six  locations  are  on  current  Army,  Navy  and  Air  Force 
and  DLA  installations.  I  think  the  number  is  190  total  sites  on 
those  75  locations,  144  sites  are  on  DoD  installations. 

There  are  just  46  sites  on  those  29  outside,  so  you  have  multiple 
sites  at  some  locations. 

Mr.  Dicks.  You  better  get  a  chart  for  this  one,  too.  Do  the  other 
services  have  any  of  these  problems? 

Mr.  Walker.  This  is  for  everyone.  There  are  five  Navy  installa- 
tions involved,  four  Air  Force,  three  Defense  Logistics  Agency  and 
the  remaining  34  are  Army  installations. 

FISCAL  year  1993  FUNDING  REDUCTION 

Mr.  Dicks.  What  effect  has  the  fiscal  year  1993  appropriations  re- 
duction had  on  the  environmental  program?  Remember,  last  year 
we  put  a  lot  of  money  in  the  supplemental  appropriations  bill  and 
we  were  told  that  you  couldn't  spend  the  money  effectively.  Is  that 
true? 

Mr.  Meehan.  What  has  happened  is  I  believe  in  some  cases  the 
individual  Services  have  had  to  go  back  to  the  regulators  and  re- 
negotiate milestones,  but  I  don't  know  the  specifics.  Correct  me  if  I 
am  wrong. 

Mr.  Walker.  This  shortfall  did  cause  some  problems  and  then 
the  unexpected  funding  for  Spring  Valley.  We  did  have  difficulties 
in  meeting  some  of  our  legal  requirements.  So  the  fiscal  year  1993 
reduction  did  hurt  in  some  areas  and  we  had  to  renegotiate  our 
schedules. 

Mr.  Dicks.  The  fiscal  year  1994  budget  calls  for  a  100  percent  in- 
crease. Are  you  going  to  be  able  to  use  that  amount  of  money? 

Mr.  Walker.  We  will  be  able  to  obligate  it  and  be  able  to  meet 
all  of  our  legal  requirements.  That  is,  those  we  have  carried  over 
from  the  previous  year. 

Mr.  Dicks.  Can  you  ramp  up  this  fast? 

Mr.  Walker.  We  have  in  place  a  mechanism  to  obligate  the  addi- 
tional funds. 

Ms.  MuNSELL.  I  agree.  I  have  to  tell  you  though  that  the  cut  in 
the  funds  has  caused  a  lot  of  agitation  with  us  and  our  regulators 
and  the  community  partners,  because  this  was  a  budget  built  on 
the  expectations  of  the  organized  planning  groups  that  are  getting 
ready  to  do  these  actions.  While  the  supplemental  helped,  what  we 
are  doing  is  bow  waving  actions  forward. 

Mr.  Dicks.  So  stability  is  important  here? 

Ms.  MuNSELL.  I  really  think  it  is.  We  are  trying  to  budget  and 
program  for  a  set  of  planned  actions  that  are  legally  required;  that 
is  we  have  signed  up  to  them  with  the  communities  and  with  the 
regulators,  and  when  we  unexpectedly  don't  have  that  money  to 
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satisfy  our  obligations,  which  we  did  not,  it  creates  a  lot  of  tension 
and  agitation. 

FEDERAL  FACILITIES  COMPLIANCE  ACT 

Mr.  Dicks.  I  understand.  We  will  see  if  we  can't  do  better  this 
year. 

The  Federal  Facilities  Compliance  Act  began  to  affect  DOD  in- 
stallations on  October  6,  1992.  This  Act  for  the  first  time  subjects 
DOD  to  fines  and  penalties  for  hazardous  waste  violations.  What 
impact  has  this  had  on  DOD?  Has  its  implementation  been  costly? 

Mr.  Meehan.  We  haven't  had  a  bad  experience  so  far.  The  Army 
went  through  a  multi-media  inspection  at  Aberdeen  and  did  very 
well.  The  fine  could  have  been  $100,000,  but  turned  out  to  be 
around  $5,000.  The  regulators  are  working  with  us  and  are  target- 
ing installations.  They  are  using  what  they  find  as  either  good  or 
bad  examples  to  apply  to  the  rest  of  the  facilities. 

Mr.  Dicks.  Are  you  budgeting  for  fines? 

Mr.  Meehan.  No,  sir.  We  are  not.  Our  goal  is  to  do  the  right 
thing  and  be  in  compliance,  so  we  don't  expect  to  pay  fines. 

defense  standard  memorandum  of  agreement 

Mr.  Dicks.  One  of  the  problems  in  Washington  State  involves  the 
fact  that  you  have  not  been  able  to  reach  agreements  on  a  defense 
standard  memorandum  of  agreement  that  the  Department  uses  to 
coordinate  activities  with  State  regulators. 

What  is  the  status  of  discussions  to  secure  a  DSMOA  with  the 
States  and  will  you  secure  such  an  agreement  in  the  near  future? 

Mr.  Meehan.  Washington  State  has  put  a  new  state  negotiating 
team  together.  Initial  discussions  went  well.  Both  sides  expect  to 
come  to  a  conclusion  soon. 

There  is  a  draft  being  considered  by  both  sides.  They  are  meeting 
again  next  Tuesday  and  Wednesday.  The  bottom  line  is  I  am  opti- 
mistic that  we  will  come  to  a  conclusion. 

Mr.  Dicks.  Well,  I  want  to  wind  this  up.  Mr.  Meehan,  if  more 
progress  is  being  made  than  these  statistics  describe  how  would 
you  characterize  it?  How  would  you  characterize  the  status  of  this 
program  and  what  has  to  happen  this  year  to  really  get  it  to  move? 

Mr.  Meehan.  A  bias  for  action,  better  cooperation  with  all  stake- 
holders, putting  aside  the  idea  that  we  can't  sit  there  any  longer 
and  say  "No  man  is  an  island  unto  himself." 

We  have  to  work  with  all  the  stakeholders,  including  the  regula- 
tors. They  are  coming  forward  and  working  on  procedures  with  us. 
We  are  working  well  at  low  levels,  involving  the  public,  and  com- 
municating more. 

We  will  be  able  to  use  technology  that  will  reduce  our  costs  and 
allow  us  to  do  things  more  expeditiously.  I  am  confident  that  the 
new  attitude  in  the  Administration  will  definitely  show  that  we 
can  get  the  job  done  better,  faster  and  cheaper. 

ANNUAL  environmental  FUNDING  REPORT 

Mr.  Dicks.  Last  year  the  appropriations  bill  requested  that  an 
annual  environmental  funding  report  be  submitted  to  Congress 
which  provides  specific  budget  data  and  an  explanation  of  how  pre- 
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vious  fiscal  year  cleanup  funds  were  spent.  This  report  was  also  to 
include  the  number  of  remedial  actions  completed  and  recommen- 
dations for  steps  to  improve  the  Department's  response  to  clean  up 
actions.  What  is  the  status  of  this  report? 

Mr.  Meehan.  That  report  is  currently  under  review,  near  com- 
pletion. We  expect  it  to  be  completed  by  mid-May. 

Mr.  Dicks.  Thank  you.  I  think  the  budget  speaks  a  lot  in  terms 
of  the  commitments  of  the  new  administration  to  move  on  this.  I 
certainly  want  you  to  know  that  I  stand  prepared  to  try  and  help 
you  and  the  Service  representatives  here  on  trying  to  make  sure 
that  we  are  not  part  of  the  problem.  We  certainly  want  to  clear 
any  barriers  to  action. 

I  am  going  to  have  my  fingers  crossed  next  year  when  we  come 
up  with  the  new  assessment  on  Washington  State  that  we  have 
done  a  little  better.  The  Navy  looks  like  they  are  making  a  real 
commitment.  We  will  see  if  that  produces  some  results. 

Thank  you  very  much.  We  will  have  additional  questions  for  the 
record.  The  Committee  is  adjourned  until  10:00  o'clock  tomorrow. 

[Clerk's  note. — Questions  submitted  by  Mr.  Dicks  and  the  an- 
swers thereto  follow:] 

environmental  restoration  cost  savings 

Question.  Mr.  Vest,  you  are  reported  to  have  remarked  at  a 
recent  conference  on  environmental  contracting  that  you  believe 
that  one  third  of  the  $7  billion  Air  Force  plans  to  spend  on  envi- 
ronmental restoration  is  "not  warranted"  and  could  be  saved  by 
taking  common  sense  money  saving  measures.  You  cited  an  effort 
at  McClellan  AFB  that  shaved  $560  million  from  a  $1.6  billion 
clean  up  estimate.  Do  you  agree  with  Mr.  Vest's  assessment  and 
could  his  suggestions  save  just  as  much  in  your  efforts? 

Army  answer.  The  Army  agrees  that  various  "common  sense"  or 
innovative  strategies  can  produce  considerable  cost  savings  or  cost 
avoidances.  The  statement  that  this  amounts  to  one  third  of 
planned  expenditures  is  not  verifiable.  Cost  saving  measures  which 
are  successful  for  the  Air  Force  should  be  able  to  be  applied  to 
Army  facilities  with  similar  situations. 

Navy  answer.  Savings  could  be  achieved  throughout  the  Environ- 
mental Restoration  program  if  cleanup  standards  were  set  based  on 
risk  and  associated  land  use.  Cleaning  up  small  sites  with  little  or 
no  risk  to  human  health  or  the  environment  should  be  a  lower  pri- 
ority use  of  limited  resources.  Along  the  same  line,  cleaning  up 
sites  to  a  residential  standard  when  the  area  is  mostly  industrial 
and  controlled  by  the  military  service  can  significantly  increase 
program  costs.  The  amount  and  type  of  sampling  needs  to  be  com- 
mensurate with  the  potential  risk.  Dollars  are  being  spent  doing 
sampling  that  does  not  need  to  be  done  if  basic  assumptions  about 
the  site  are  concurred  with  by  the  stakeholders.  These  basic 
changes  to  the  program  could  significantly  reduce  overall  program 
costs.  It  should  be  noted  that  savings  calculations  are  difficult  to 
make,  an  art,  not  a  science.  Initial  cost  estimates  may  vary  depend- 
ing on  assumptions.  Reduction  totals  depend  on  the  accuracy  of  the 
initial  estimates. 
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OSD  answer.  There  is  general  agreement  that  various  "common 
sense"  or  innovative  strategies  can  produce  considerable  cost  sav- 
ings. Cost  saving  measures  which  are  successful  for  the  Air  Force 
should  reap  similar  savings  when  applied  to  similar  situations. 

DLA  answer.  I  would  also  agree  that  money  can  be  saved.  We 
have  asked  our  agent,  the  U.S.  Army  Corps  of  Engineers,  to  re- 
quest that  our  remedial  action  contractors  explore  all  feasible  al- 
ternatives regarding  cleanup  methodologies.  Our  decisions  are 
closely  coordinated  with  Federal  and  state  regulators  to  assure  we 
consider  their  concerns.  But,  as  long  as  we  can  meet  regulatory 
cleanup  standards,  we  consider  the  most  economical  means  of 
doing  so.  One  of  the  technologies  that  shows  great  promise  in  this 
regard  is  bioremediation.  The  natural  attenuation  of  contaminants 
using  microbes  has  proven  to  be  effective  in  many  scenarios  in  re- 
ducing contaminants  to  acceptable  levels.  It  is  also  more  cost  effec- 
tive than  other  available  technologies. 

We  have  also  encouraged  our  on-site  program  managers  to  meet 
often  with  the  regulators  to  identify  process  steps  that  might  be 
eliminated.  When  we  can  agree,  time  and  money  can  be  saved  and 
the  entire  cleanup  process  is  expedited. 

INTERIM  ACTIONS  FOR  HEALTH  AND  SAFETY  ISSUES 

Question.  One  initiative  you  are  pursuing  is  increased  use  of  in- 
terim actions  in  cases  where  immediate  health  and  safety  issues 
are  involved.  How  often  do  you  anticipate  using  interim  actions 
and  what  actions  are  you  taking  to  aggressively  identify  sites 
where  such  steps  are  warranted? 

OSD  answer.  DoD  policy  is  to  immediately  take  appropriate  re- 
sponse actions  where  health  and  safety  issues  are  involved.  Our  ini- 
tiative is  to  increase  the  use  of  interim  actions  in  non-critical  situa- 
tions. The  expected  frequency  cannot  be  accurately  judged,  but  all 
Military  Services  installations  have  been  directed  to  identify  the 
appropriate  opportunities  for  interim  actions  and  pursue  regula- 
tory concurrence  with  proposed  actions. 

Army  answer.  The  Army's  policy  regarding  cases  where  immedi- 
ate health  and  safety  issues  are  involved  has  always  been  to  imme- 
diately take  appropriate  response  actions.  The  initiative  is  actually 
to  increase  the  use  of  interim  actions  in  non-time  critical  situa- 
tions. The  Army  cannot  determine  the  frequency  that  we  will  im- 
plement interim  actions.  However,  all  Army  installations  have 
been  directed  to  identify  appropriate  opportunities  for  interim  ac- 
tions in  Installation  Action  Plans  and  to  pursue  regulatory  concur- 
rence. Installations  have  also  been  given  guidance  to  request  fund- 
ing for  these  identified  interim  actions  and  removals  through  the 
normal  budgeting  process.  The  Army  has  put  in  place  a  mechanism 
within  its  prioritization  system  to  elevate  the  priority  (and  subse- 
quently fund)  a  flexible  percentage  of  the  total  Army  interim  ac- 
tions and  removals. 

Navy  answer.  The  Navy  is  pursuing  interim  actions  not  only 
where  immediate  health  and  safety  issues  are  involved,  but  when 
an  early  action  could  reduce  the  risk  at  the  site  or  reduce  the  nec- 
essary study  costs  and  contribute  to  the  final  solution.  These  later 
interim  remedial  actions  get  reviewed  by  the  stakeholders  before 
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the  Navy  goes  ahead  with  the  actions.  The  Navy  would  like  to  use 
interim  remedial  actions  whenever  it  makes  sense.  The  Engineer- 
ing Field  Divisions  of  the  Naval  Facilities  Engineering  Command 
are  currently  reviewing  their  FY94  efforts  to  see  if  interim  actions 
are  possible.  We  have  put  a  high  priority  on  performing  interim  or 
early  actions  and  started  50%  more  early  actions  during  fiscal  year 
1992  than  the  program  had  accomplished  from  its  inception. 

Air  Force  answer.  We  anticipate  using  interim  actions  on  some  2 
percent  of  our  sites  in  fiscal  year  1993  (approximately  61  sites).  We 
plan  to  use  conceptual  site  models  (designed  to  determine  contami- 
nant source,  pathway  and  receptors)  to  continue  to  identify  sites 
which  pose  an  imminent  threat  to  health  or  the  environment.  We 
will  use  the  results  of  these  models  to  initiate  interim  actions 
where  appropriate. 

DLA  answer.  In  DLA,  our  highest  priority  is  to  address  immi- 
nent health  and  safety  issues  resulting  from  any  of  our  past  haz- 
ardous waste  sites.  One  of  the  interim  actions  we  employ  is  the  pro- 
vision of  bottled  water.  When  data  indicates  a  possible  link  be- 
tween contaminants  found  in  ground  water  and  consumer  drinking 
water  wells,  we  provide  bottled  water  to  the  affected  community. 
We  have  initiated  other  interim  actions  as  well.  These  include  re- 
moval of  soil,  drums,  tanks,  test  kits,  and  the  use  of  ground  water 
treatment  technologies.  We  take  these  actions  whenever  there  is 
the  potential  for  any  direct  contact  with  contaminants  from  our 
sites.  To  date,  we  have  initiated  over  fifty  such  actions.  Imminent 
health  and  safety  issues  remain  our  number  one  priority,  and  we 
are  constantly  trying  to  identify  them. 

STUDY  PHASE  OF  THE  RESTORATION  PROCESS 

Question.  I  would  like  all  the  witnesses  to  briefly  summarize  the 
steps  they  are  taking  to  expedite  the  study  phase  of  the  process 
with  a  particular  focus  on  ways  to  eliminate  regulatory  overlap 
and  bureaucratic  infighting. 

OSD  answer.  Some  of  the  things  the  Office  of  the  Deputy  Under 
Secretary  of  Defense  for  Environmental  Security  is  doing  to  expe- 
dite the  study  phase  of  the  program  include: 

Promoting  concurrent  review  of  documents  versus  sequential 
review, 

Bringing  all  stakeholders  (regulators  and  public)  into  the  process 
(including  decision  making)  as  early  as  possible, 

Identifying  all  Applicable  or  Relevant  and  Appropriate  Require- 
ments as  soon  as  possible. 

Applying  previously  proven  techniques  (i.e.,  standardized  assess- 
ment), 

Promoting  a  "rational"  sampling  and  analysis  plan. 

Empowering  remedial  project  managers  (RPMs)  to  make  deci- 
sions at  their  level,  within  their  authority,  and  quickly  elevating 
this  beyond  their  authority. 

Expediting  risk  assessment  and  use  it  as  a  basis  to  eliminate 
sites  without  risk,  and 

Compressing  review  times. 

The  Army  plans  to  expedite  the  study  phases  of  the  restoration 
process  through  consensus  building  or  partnering  with  the  regula- 
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tors.  Technical  agreement  is  the  key  to  eliminating  long,  protract- 
ed disputes  and  iterative  attempts  to  obtain  an  acceptable  level  of 
knowledge  at  a  particular  facility.  Early  agreement  about  future 
land  use  will  reduce  the  level  of  data  needed  for  decision-making. 
Obtaining  consensus  over  program  configuration  can  meet  the  re- 
quirements of  overlapping  regulations.  The  Army  is  working  with 
EPA's  Leadership  Council  to  develop  procedures  that  if  applied  to 
all  facilities,  will  aid  the  process  of  obtaining  consensus. 

Army  answer.  The  Army  is  attempting  to  expedite  the  study 
phases  of  the  restoration  process  through  consensus  building  or 
partnering  with  regulators.  Technical  agreement  is  the  key  to 
eliminating  long,  protracted  disputes  and  iterative  attempts  to 
obtain  an  acceptable  level  of  knowledge  at  a  particular  facility.  In 
some  cases,  early  agreement  about  future  land  use  may  allow  for  a 
reduced  level  of  data  to  be  used  in  decision  making.  Consensus 
among  all  parties  over  program  configuration  can  often  also  meet 
the  requirements  of  overlapping  regulations.  Obtaining  consensus 
is  often  difficult.  The  Army  is  working  with  the  U.S.  Environmen- 
tal Protection  Agency  (EPA)  through  the  EPA  Leadership  Council 
to  develop  procedures  that  may  be  applied  to  all  facilities  to  aid  the 
process  of  obtaining  consensus. 

Navy  answer.  The  Navy  has  found  that  the  best  way  to  expedite 
the  study  phase  of  the  program  is  to  develop  partnerships  with  the 
regulators  and  other  stakeholders  around  the  installations.  When 
reasonable  professionals  review  scopes  of  work  and  specific  data 
needs,  often  these  requirements  can  be  pared  back  to  reflect  the 
actual  site  conditions.  Using  smaller  steps  and  analyzing  the  re- 
sults every  step  of  the  way  will  allow  the  process  to  move  more 
quickly  to  the  action  phase. 

Air  Force  answer.  We  are  developing  Management  Action  Plans 
(MAPs)  to  encapsulate  a  comprehensive  and  consolidated  strategy 
and  master  schedule  for  environmental  restoration  at  all  Air  Force 
installations.  These  MAPs  are  in  draft  form  and  we  are  in  the  proc- 
ess of  coordinating  them  with  the  regulators  and  communities.  A 
key  part  of  the  MAP  is  to  develop  a  strategy  for  approaching  the 
cleanup  and  which  regulatory  process  is  the  most  expeditious.  We 
believe  this  team  approach  in  defining  the  regulatory  approach  will 
significantly  reduce  regulator  overlap  and  bureaucratic  infighting. 

We  are  also  pressing  the  regulators  to  adopt  the  concept  of  pre- 
sumptive remedies  as  a  means  to  reduce  the  cost  and  time  required 
to  prepare  studies.  In  addition,  we  are  proposing  to  use  an  auto- 
mated technical  data  exchange  to  all  the  regulators  to  review  site 
anal5^ical  data  via  computer  in  lieu  of  hard  copy.  This  should  expe- 
dite review  of  proposed  actions.  Another  initiative  we  hope  to  adopt 
is  a  tiered  oversight  approach.  This  would  allow  the  regulators  to 
concentrate  on  "complex"  sites  while  more  streamlined  approaches 
are  taken  for  "simple"  sites. 

DLA  Answer.  The  study  phase  is  necessary  but  time  consuming. 
It  establishes  the  basis  for  the  decisions  that  lead  to  cleanup,  but 
there  are  ways  to  expedite  it.  We  have  signed  agreements  with  fed- 
eral and  state  regulators  which  require  us  and  them  to  meet 
agreed  upon  document  review  times.  These  have  helped  to  speed 
the  process.  Face-to-face  meetings  to  discuss  comments  have  also 
proven  helpful.  They  eliminate  excessive  time  lost  in  mailing  com- 
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ments  back  and  forth.  Also,  it  is  often  easier  to  reach  accord  on 
issues  in  such  a  give  and  take  environment. 

INSTALLATION  RESTORATION  ACTIVITIES 

Question.  Please  update  all  the  activities  of  each  service  for  the 
leases  in  Washington  State. 

Army  answer.  Fort  Lewis — The  Fort  Lewis  restoration  program 
has  been  performed  under  the  auspices  of  a  Federal  Facilities 
Agreement  since  January  1990.  Two  Records  of  Decision  (RODs) 
have  been  signed. 

The  Landfill  #5  ROD  selected  the  no  action  alternative  because 
the  environmental  assessment  demonstrated  that  Landfill  #5  does 
not  represent  a  hazard  to  human  health  and  the  environment.  The 
Logistics  Center  ROD  includes  a  multi-phased  groundwater  extrac- 
tion and  treatment  program.  Phase  I  (well  installation  and  treat- 
ment system  design)  has  been  completed.  Phase  II  (construction  of 
treatment  plants)  is  expected  to  be  awarded  in  September  1993. 

The  RODs  for  the  Landfill  #4  and  the  Coal  Solvent  Refined  Coal 
Pilot  Plant  (Coal  Plant)  Operable  Unit  are  expected  by  15  October 
1993.  This  ROD  includes  groundwater  treatment  by  sparging  and 
soil  vapor  extraction  at  the  landfill;  and  soil  excavation  and  treat- 
ment via  soil  washing  at  the  former  Coal  Plant.  The  Coal  Plant  is 
the  site  of  previous  Department  of  Energy  (DOE)  activities  which 
are  the  primary  cause  of  the  contamination.  The  Army  will  pursue 
reimbursement  from  DOE  for  the  remediation  of  this  site. 

The  remainder  of  Fort  Lewis'  sites  are  in  early  investigation 
stages. 

Yakima  Firing  Range — The  site  investigation  report  is  expected 
to  be  completed  in  July  1993.  This  document  will  be  provided  to  the 
Environmental  Protection  Agency  (EPA)  Region  X  to  meet  require- 
ments imposed  by  Yakima  Firing  Range's  listing  on  the  Federal 
Agency  Hazardous  Waste  Compliance  Docket.  The  EPA  will  per- 
form their  Hazard  Ranking  Score  responsibilities  based  on  informa- 
tion contained  in  this  report.  Fort  Lewis  intends  to  pursue  an  in- 
terim action  or  removal  at  the  Fire  Training  Pit  site  on  the 
Yakima  Firing  Range. 

Navy  answer.  The  following  chart  summarizes  the  environmen- 
tal restoration  activities  on  Navy  Cases  in  the  State  of  Washington: 
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Air  Force  answer.  McChord  Air  Force  Base  (MAFB)  was  placed 
on  the  National  Priority  List  (NPL)  in  1989.  To  date,  a  total  of  65 
sites  have  been  identified  at  MAFB  and  only  two  areas  (9  sites)  are 
included  in  the  NPL.  Twenty-eight  of  the  sites  require  no  further 
action.  We  have  spent  $9.4  million  to  date  and  estimate  we  will 
spend  an  additional  $13.2  million  to  complete  restoration  of  all  re- 
maining sites.  There  are  no  significant  environmental  compliance 
issues  at  MAFB.  In  their  pollution  prevention  program,  the  instal- 
lation is  aggressively  working  toward  an  Air  Force  goal  of  reducing 
municipal  solid  waste  disposal  by  50%  before  the  end  of  fiscal  year 
1997.  Over  120  tons  were  recycled  in  fiscal  year  1992.  They  are  also 
preparing  a  comprehensive  pollution  prevention  management  plan 
and  are  instituting  a  "single  control  point  for  receipt,  issue  and  ac- 
counting" initiative  in  their  hazardous  material  (HM)  manage- 
ment/hazardous waste  (HW)  minimization  program  this  year. 

The  other  major  Air  Force  activity  in  Washington  is  Fairchild 
Air  Force  Base  (FAFB)  with  30  restoration  sites.  The  installation 
was  placed  on  the  NPL  in  March  1989.  To  date,  a  total  of  30  sites 
have  been  identified,  with  11  requiring  no  further  actions.  We  have 
spent  $13.7  million  to  date  and  we  estimate  we  will  spend  an  addi- 
tional $37  million  to  complete  restoration  of  all  remaining  sites. 
There  are  no  significant  environmental  compliance  issues  at  FAFB. 
FAFB  also  has  an  aggressive  recycling  program,  with  over  397  tons 
recycled  in  fiscal  year  1992.  In  their  HM  management/HW  minimi- 
zation program,  the  base  operates  a  HM  exchange  where  organiza- 
tions turn  in  unused  portions  for  reuse  rather  than  disposal. 

There  are  also  a  total  of  13  additional  installation  restoration 
program  sites  at  seven  small  satellite  installations  (owned  by  Air 
Combat  Command  and  the  Air  National  Guard)  which  are  being 
worked  ($500,000  in  fiscal  year  1993)  by  the  Air  Force. 

DLA  answer.  We  operate  one  installation  in  the  State  of  Wash- 
ington, the  Defense  Fuel  Support  Point  located  in  Mukilteo.  We  are 
currently  performing  a  remedial  investigation  at  DFSP  Mukilteo. 
We  are  initiating  geophysical  and  soil  gas  surveys,  and  collecting 
soil  samples  throughout  the  site  as  part  of  this  effort.  We  are  also 
looking  at  a  potential  ordinance  disposal  area  in  the  vicinity  of  the 
pier.  The  survey  will  use  sonar,  magnetometer,  and  electro  magnet- 
ic pulse  detectors  to  plot  the  location  of  underwater  objects. 

In  addition,  we  will  use  a  skimmer  pump  in  an  existing  well  to 
recover  petroleum  products  floating  on  the  ground  water.  The  re- 
covered product  will  be  removed  from  the  site  for  disposal.  By 
starting  the  work  outlined  above  as  soon  as  possible,  we  will  be  in 
a  much  better  position  to  characterize  the  extent  of  contamination 
on  the  site,  and  significantly  further  the  process  of  final  site  clean- 
up. All  work  on  the  site  is  being  performed  as  part  of  a  remedial 
action  order  issued  by  the  State  of  Washington  Department  of  Ecol- 
ogy. 

PUGET  SOUND  NAVAL  SHIPYARD 

Question.  There  was  a  compliance  issue  at  Puget  Sound  Naval 
Shipyard  last  year  involving  deactivation  of  nuclear  submarines 
and  asbestos.  What  is  the  status  of  this  compliance  effort? 
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Answer.  Four  asbestos  related  Notices  of  Violation  (NOV)  were 
written  by  Puget  Sound  Air  Pollution  Control  Agency  (PSAPCA) 
on  22  September  1992,  citing  violations  of  the  Asbestos  Control 
Standard  which  occurred  from  25  November  1991  to  4  February 
1992.  These  NOVs  and  related  fines  were  resolved  through  an  As- 
surance of  Discontinuance  signed  by  PSAPCA  and  Puget  Sound 
Naval  Shipyard  on  1  October  1992.  Actions  agreed  upon  included 
payment  of  enforcement  costs  of  $300,000  over  a  five-year  period, 
increased  training,  improved  storage  and  handling  processes,  im- 
proved control  of  asbestos  waste,  and  establishment  of  a  telephone 
hotline  for  employees  to  report  safety,  health  and  environmental 
hazards.  During  the  time  that  the  previous  NOVs  occurred  and  the 
Assurance  of  Discontinuance  with  PSAPCA  was  signed,  four  other 
asbestos  NOVs  were  written  by  PSAPCA  on  22  September  1992  re- 
lated to  violations  of  the  Asbestos  Control  Standard  which  occurred 
on  25  August  1992  on  the  EX-NATHAN  HALE  (SSBN-623).  Specif- 
ic process  failures  were  identified  and  have  been  corrected  by  the 
shipyard.  The  actions  agreed  to  in  the  1  October  1992  agreement 
should  help  eliminate  these  asbestos  NOVs. 

Question.  Funds  were  provided  to  accelerate  actions  to  address 
discharges  from  the  yard  into  Puget  Sound.  Could  you  update  me 
on  this  effort? 

Answer.  The  status  of  the  shipyard  sewer  system  repair  project  is 
as  follows: 

We  are  replacing  the  Collection,  Holding,  and  Transfer  (CHT) 
systems  on  four  piers.  Work  is  underway  on  two  of  the  piers  by  in- 
house  forces  and  should  be  completed  by  1  June  1994.  CHT  replace- 
ments on  the  third  and  fourth  piers  will  be  done  by  contractor  per- 
sonnel. A  contract  has  been  awarded  for  the  third  pier,  and  the 
work  should  be  completed  by  10  July  1994.  The  contract  for  the 
fourth  pier  will  be  awarded  within  one  month  and  the  repairs 
should  be  completed  by  10  August  1994. 

Work  is  underway  by  in-house  forces  to  replace  the  sewage  sys- 
tems on  four  dry  docks. 

We  are  designing  the  remaining  aspects  of  the  sewer  repair 
project,  including  a  dry  dock  retention  system,  repair  of  sewage  lift 
stations,  and  interceptor  sewer  repair/relocation. 

To  date,  we  have  obligated  $2,400,000  of  the  $6,300,000  identified 
for  sewer  system  repairs. 

NORSELAND  MOBILE  ESTATES 

Question.  The  Navy  has  recently  been  identified  as  a  Potentially 
Responsible  Part  at  a  site  in  Kitsap  County  known  as  Norseland 
Mobile  Park.  Efforts  are  underway  to  confirm  and  identify  items 
that  the  Navy  may  have  disposed  at  the  site.  A  number  of  resi- 
dents have  complained  of  odors  at  the  site  and  serious  questions 
have  been  raised  with  respect  to  health  impacts.  Please  advise  me 
of  the  best  information  you  have  available  on  Navy  contributions 
to  this  problem  and  what  steps  you  are  considering  in  cooperation 
with  other  PRPs  to  deal  with  the  problem. 

Answer.  The  property  which  is  now  known  as  Norseland  Mobile 
Estate  was  acquired  by  the  U.S.  Department  of  War  (DOW)  from 
private  land  owners  in  1942.  Records  indicate  that  both  the  Navy 
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and  the  Army  occupied  a  quarters  and  mess  facility  at  the  site 
during  World  War  II.  The  DOW  needed  the  property  to  kitsap 
county  after  the  war.  After  the  turnover,  the  site  in  question  was 
used  by  the  local  governments  as  a  dump  and  the  standard  operat- 
ing procedure  was  to  burn  the  trash  to  reduce  the  volume.  The 
property  is  now  owned  by  the  Port  of  Bremerton,  who  leases  it  to 
private  operators.  Norseland  Mobile  Estates  was  built  on  the  prop- 
erty beginning  in  1962.  There  is  some  question  as  to  whether  the 
Navy  contributed  material  to  the  dump.  Currently,  the  Navy  is  re- 
viewing past  records  to  determine  if  we  did  dispose  of  materials  at 
the  site.  The  review  is  not  yet  complete.  Additionally,  the  Navy  is 
participating  in  the  Remedial  Investigation /Feasibility  Study  with 
several  other  Potentially  Responsible  Parties  so  that  the  site  can  be 
properly  classified  and  any  problems  identified. 

[Clerk's  note. — End  of  questions  submitted  by  Mr.  Dicks.  Ques- 
tions submitted  by  Mr.  Dixon  and  the  answers  thereto  follow:] 

THIRD  PARTY  CLAIMS  ON  CLEANUP  CONTRACTORS 

Question.  Within  the  defense  program,  considerable  funding  is  in- 
cluded for  environmental  restoration  and  base  closure  activities. 
The  passage  of  the  Federal  Facilities  Act,  which  removes  the  pro- 
tection of  Federal  exemption  in  relation  to  the  strict  liability  condi- 
tions for  contractors  working  on  cleanup  of  these  bases,  seems  also 
to  leave  them  with  greater  exposure.  What  protection  would  these 
contracts  have  against  third  party  or  catastrophic  claims  by  resi- 
dence near  these  bases  who  may  feel  damaged  by  seepage  of  toxic 
materials  into  underground  systems? 

Answer.  We  are  not  aware  of  anything  in  the  Federal  Facilities 
Compliance  Act  that  increased  the  existing  tort  liability  of  cleanup 
contractors.  We  are  also  not  aware  of  any  DOD  cleanup  contractors 
that  have  actually  been  presented  with  these  kinds  of  claims.  DOD 
seeks  to  minimize  the  possibility  claims  against  cleanup  contrac- 
tors in  a  number  of  ways.  First  we  select  qualified,  experienced  and 
skilled  cleanup  contractors  to  perform  the  work  properly.  Second, 
our  contractors  are  encouraged,  and  sometimes  required  under  the 
terms  of  the  contract,  to  obtain  commercial  insurance  coverage. 
Third,  depending  on  the  specific  circumstances,  the  contract  may 
contain  additional  risk  mitigation  provisions.  For  example,  in  a 
cost-reimbursement  contract,  a  standard  contract  clause,  FAR 
52.228-7,  "Insurance — Liability  to  Third  Person,"  states  that  the 
contractor  shall  be  reimbursed  for  certain  liabilities  to  third  per- 
sons that  are  not  covered  by  insurance. 

SMALL  CONTRACTORS  AND  CLEANUP  WORK 

Question.  We  are  told  that  a  number  of  small  and  minority  firms 
who  are  qualified  to  provide  cleanup  services  may  be  excluded 
from  the  program  by  virtue  of  inability  to  get  liability  insurance  or 
surety  bonding.  I  also  understand  that  the  contracting  strategy  for 
these  cleanup  programs  favors  the  large  contractors.  What  is  the 
Department  doing  to  assure  that  smaller  contractors  that  have  ex- 
cellent qualifications  to  undertake  environmental  cleanup  work 
aren't  excluded  because  of  unusual  risk,  the  inability  to  get  insur- 
ance and  their  relative  size? 
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Answer.  We  do  not  have  any  conclusive  factual  information  that 
shows  qualified  small  and  minority  firms  are  being  excluded  from 
our  environmental  restoration  program  due  to  their  inability  to 
secure  liability  insurance  or  surety  bonding.  The  insurance  indus- 
try informs  us  that  20  sellers  of  various  specialized  insurance  poli- 
cies are  in  the  market  now,  however,  most  coverage  is  provided  by 
three  or  four  firms.  They  have  become  more  active  in  providing  li- 
ability insurance  for  environmental  restoration  cleanup  work. 
More  underwriters  have  entered  the  market  in  recent  years  and 
the  premiums  appear  to  be  decreasing. 

Our  acquisition  planning  process  makes  every  effort  to  ensure 
consideration  is  given  to  maximizing  opportunities  for  small  and 
minority  firms.  The  nature  and  magnitude  of  the  challenge  facing 
us  in  environmental  restoration,  in  many  instances,  requires  our 
contractors  to  have  a  broader  range  of  technical  and  financial  ca- 
pabilities than  would  be  available  to  small  and  minority  firms. 
However,  in  these  larger  contracts,  the  prime  contractors  have 
small  and  disadvantaged  subcontracting  business  goals  that  they 
must  meet.  If  these  goals  are  not  met,  the  prime  contractor's  award 
fee  is  affected. 

Lastly,  in  addition  to  the  "large"  environmental  cleanup  con- 
tracts, a  variety  of  "smaller"  project  specific  and  indefinite  delivery 
contracts  are  also  utilized  to  execute  the  overall  environmental  res- 
toration program.  These  contracts  provide  additional  contracting 
opportunities  for  the  small  and  minority  businesses. 

POLLUTION  INSURANCE 

Question.  Last  year  we  raised  questions  about  the  overall  ability 
of  firms  to  obtain  adequate  insurance.  Would  the  Department  be 
able  to  provide  us  with  a  list  of  the  insurance  companies  that  write 
pollution  insurance  coverage  for  such  contractors  and  also  give  us 
details  on  the  levels  of  coverage  that  is  on  the  market? 

Answer.  Although  some  20  firms  now  sell  pollution  insurance, 
most  coverage  is  provided  by  The  American  International  Group, 
Reliance  Group  holdings,  Zurich  American  Insurance  Company, 
and  United  Coastal  insurance.  Claims — made  insurance  policies  up 
to  $50  million  for  contractor's  pollution  liability,  professional  errors 
and  omissions  liability  or  combined  liability  policies  are  available. 
Costs  are  in  the  plus  or  minus  20%  range  from  $25  thousand  to 
$275  thousand  for  $1  million  coverage  to  $520  thousand  to  $3.4  mil- 
lion for  $50  million  coverage  depending  on  type  of  insurance,  insur- 
ability of  the  insuree,  and  project  risk. 

POLLUTION  LIABILITY  AND  RISK  SHARING 

Question.  The  American  Society  of  Military  Engineers,  National 
Securities  Industry  Association,  Hazardous  Waste  Action  Council 
and  others  have  been  working  with  the  Department  on  issues  relat- 
ed to  pollution  liability  and  risk  sharing.  Can  the  Department 
share  the  status  of  that  dialogue  and  whether  you  feel  changes  are 
needed  to  draw  qualified  technical  engineers  and  contractors  to 
this  work?  Does  it  appear  that  firms  are  operating  at  risk?  What  is 
the  current  protection  against  catastrophic  loss? 
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Answer.  We  have  communicated  with  these  and  other  societies 
and  are  incorporating  their  input  into  the  Report  on  Indemnifica- 
tion of  Contractors  Performing  Environmental  Restoration.  The 
Department  continues  to  attract  qualified  technical  engineers  and 
contractors,  therefore,  no  changes  are  currently  needed.  Firms  con- 
tracting for  environmental  restoration  work  will  always  operate  at 
a  risk  because  of  the  inherent  nature  of  environmental  restoration 
work.  Current  protection  against  catastrophic  loss  rests  in  the  in- 
surance coverage  obtainable  by  the  firms  and /or  through  legal  re- 
courses. 

[Clerk's  note. — End  of  questions  submitted  by  Mr.  Dixon.  Ques- 
tions submitted  by  Mr.  Young  and  the  answers  thereto  follow:] 

CLEANUP  VERSUS  STUDY  EFFORTS 

Question.  In  reading  your  advance  statements  sent  over  by  the 
Department,  it  would  appear  to  me  that  we  now  have  a  good 
handle  on  Environmental  compliance.  I  remain  concerned,  howev- 
er, that  we  are  not  making  a  lot  of  progress  on  environmental 
clean  up  itself.  Could  one  of  you  tell  us  how  much  of  the  $6  +  bil- 
lion appropriated  for  clean  up  has  been  spent  on  actual  clean  up 
and  how  much  has  been  spent  only  on  study  efforts?  Would  you 
expect  that  ratio  to  improve  in  the  near  future? 

Answer.  We  estimate  that  about  20  percent  of  the  $6.5  billion 
total  appropriated  to  date  has  been  spent  for  actual  cleanup.  The 
ratio  is  improving  as  the  Department  completes  studies  and  moves 
toward  actual  cleanup.  The  amount  of  the  FY  1993  program  devot- 
ed to  cleanup  is  about  32  percent  of  the  total,  and  our  projection 
for  FY  1994  is  about  41  percent. 

MACDILL  AIR  FORCE  BASE 

Question.  The  environmental  restoration  effort  for  MacDill  Air 
Force  Base  was  originally  based  on  realignment  turn  over  to  the 
private  sector.  I  understand  that  plan  has  now  been  amended  to  in- 
clude an  interim  turn  over  to  the  Reserves  with  eventual  turn  over 
possibly  to  the  Commerce  Department.  Is  the  environmental  resto- 
ration for  MacDill  continuing  on  schedule  or  has  it  been  put  on 
hold  pending  resolution  of  realignment  plans? 

Answer.  The  environmental  restoration  is  proceeding  on  sched- 
ule at  MacDill.  The  pending  realignment  plans  have  not  effected 
the  environmental  restoration. 

Question.  What  is  the  present  schedule? 

Answer.  The  environmental  restoration  is  proceeding  and  the 
clean  up  schedule  is  on  track  with  the  final  remedial  action  in 
place  by  FY96,  first  quarter. 

Question.  What  is  the  projected  cost  of  this  effort? 

Answer.  The  estimated  cost  to  reach  clean-up  on  the  disposal 
properties  is  $17  million  and  the  estimated  cost  to  reach  clean-up 
on  the  remaining  base  is  $22  million. 

BASE  CLOSURE  AND  REALIGNMENT    (BRAC)    ESTIMATES 

Question.  A  recent  GAO  report  provided  to  my  office  indicates 
that  additional  studies  of  environmental  cleanup  projects  have 
almost  without  fail  resulted  in  significant  increases  to  the  BRAC  I 
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and  BRAC  II  estimates.  For  example,  I  understand  the  numbers  for 
Pease  AFB  increased  from  $11  million  in  1988  to  $63  million  in 
1992  and  eventually  to  $105  million  when  studies  were  completed 
in  FY  1993.  This  is  an  increase  of  over  1000  percent  and  if  this  is 
indicative  of  a  trend,  I  am  concerned  that  all  or  most  of  our  deci- 
sions to  date  have  been  greatly  flawed,  at  least  from  an  economic 
standpoint.  Could  one  of  you  comment  on  this? 

Answer.  Base  closure  economic  decisions  exclude  the  cost  of 
cleanup  because  we  have  a  responsibility  to  cleanup  whether  or  not 
we  close  the  base.  Therefore,  the  cost  estimates  of  cleanup  were  not 
a  factor  in  the  closure  decisions. 

A  number  of  factors  cause  the  cost  of  cleanup  estimates  to  rise. 
The  primary  reason  is  that  many  of  the  closure  bases  were  in  the 
early  phases  of  investigation  and  did  not  have  sufficient  character- 
ization to  make  accurate  cost  estimates. 

Cleanup  costs  depend  on  the  type  of  contaminants,  the  hydrogeo- 
logical  conditions  found  at  the  site,  and  the  technologies  selected  to 
accomplish  the  cleanup.  Data  collected  and  analyzed  on  contamina- 
tion sites,  often  collected  during  the  last  field  season,  drive  the  de- 
cisions concerning  the  technology  and  scope  of  cleanup  effort  at  clo- 
sure bases.  Conversely,  the  Services  develop  forecasts  two  to  three 
years  earlier  based  on  best  information  available  at  that  time  and 
often  find  the  estimates  to  be  inaccurate  when  they  fully  character- 
ize the  site  and  make  a  final  decision  on  remedial  actions.  The  Air 
Force's  most  recent  data  indicate  that  $105.3  million  is  the  amount 
projected  to  be  spent  for  cleanup  at  Pease  for  FY  1993-FY  1999. 

[Clerk's  note. — End  of  questions  submitted  by  Mr.  Young.  Ques- 
tions submitted  by  Mr.  Skeen  and  the  answers  thereto  follow:] 

ENVIRONMENTAL  TECHNOLOGIES  STRATEGIC  PLAN 

Question.  Mr.  Meehan,  in  your  testimony  you  indicated  that  the 
Defense  Department  had  a  high  degree  of  interest  in  developing 
and  implementing  an  overall  DoD  Environmental  Technology  Stra- 
tegic Plan.  Would  you  discuss  your  overall  effort  and  approach  to 
this  program?  I  am  especially  interested  in  your  ability  and  will- 
ingness to  use  existing  assets  and  resources  to  accomplish  this 
effort. 

Answer.  The  DoD  Environmental  Quality  Research  Development 
Demonstration,  Test  and  Evaluation  Strategic  Plan  is  being  devel- 
oped as  a  cooperative  effort  between  the  Department  of  Defense's 
R&D  and  user  communities,  in  response  to  House  Report  102-60 
and  a  recent  Defense  Management  Review  Decision.  The  plan  out- 
lines an  integrated,  requirements-driven  Environment  Quality  in- 
vestment strategy  that  leverages  capabilities  of  DoD  laboratories, 
selected  Federal  organizations,  other  government  agencies,  and  pri- 
vate industry. 

The  objective  of  this  plan  is  to  provide  a  technology  development 
and  transfer  strategy  to  solve  the  Services'  most  pressing  environ- 
mental problems  as  rapidly  as  possible  at  least  cost,  and  to  prevent 
these  problems  from  reoccurring. 

The  plan  is  currently  being  reviewed  by  the  DoD  Components 
with  anticipated  completion  within  60  days. 
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Question.  You  may  be  aware  that  the  Waste  Isolation  Pilot  Plan 
(WIPP)  is  located  in  my  district  in  Southern  New  Mexico.  In  the 
authorizing  bill  establishing  this  facility,  which  finally  passed  the 
Congress  last  year,  the  Carlsbad  Environmental  Monitoring  and 
Research  Center  was  included  in  the  bill. 

The  Center  was  established  in  1991  as  an  independent,  world- 
class,  research  facility  for  the  study  of  health  and  environmental 
impacts  associated  with  technological  development.  The  Center's 
broad  mission  is  to  anticipate  and  respond  to  emerging  environ- 
mental issues. 

The  Center  is  in  need  of  funding  for  a  state  of  the  art  facility 
($20  million),  but  they  have  the  technology  and  know-how  to  make 
a  major  impact  and  success  in  the  area  of  environmental  waste 
technology. 

Would  you  comment  on  the  interest  of  the  Defense  Department 
in  receiving  more  information  about  this  facility  to  see  if  you  could 
utilize  and  incorporate  this  center  in  your  overall  strategic  develop- 
ment plans? 

Answer.  At  this  point  in  time  we  have  adequate  information  con- 
cerning the  facility.  DoD  is  working  cooperatively  with  DoE,  EPA, 
and  other  federal  agencies  regarding  Centers  of  Excellence  for  a 
broad  range  of  environmental  issues  to  include  "waste  technology." 
DoD  has  a  number  of  centers  that  currently  focus  on  these  issues. 
It  is  possible  that  the  Carlsbad  Center  may  play  a  role  in  our  pro- 
gram, however,  DoD  is  not  yet  ready  to  review  a  specific  proposal. 

[Clerk's  note. — End  of  questions  submitted  by  Mr.  Skeen,  Ques- 
tions submitted  for  the  record  and  the  answers  thereto  follow:] 

RESTORATION  AND  COMPLIANCE  FUNDING 

Question.  The  Department  funds  the  environmental  program  in 
various  categories.  For  example,  $2.3  billion  is  funded  for  the  De- 
fense Environmental  Restoration  Account  (DERA),  an  increase  of 
$1.1  billion  over  fiscal  year  1993.  However,  millions  more  are 
funded  in  each  of  the  services'  accounts.  Does  the  Department  be- 
lieve that  it  can  execute  this  almost  100  percent  increase  in  fund- 
ing? 

Answer.  Yes.  The  DoD  Components  have  assured  us  that  they 
can  fully  execute  the  proposed  funding.  In  addition,  the  proposed 
funding  is  to  meet  legally  mandated  requirements.  If  the  Depart- 
ment does  not  fully  fund  our  environmental  program,  such  compli- 
ance requirements  as  state  agreements,  court  orders,  and  consent 
decrees  may  need  to  be  renegotiated,  and  milestones  may  slip  caus- 
ing violations. 

Question.  Can  you  give  the  Committee  a  summary  of  all  environ- 
mental funding  contained  in  the  President's  Budget  and  explain 
why  the  funding  is  separated  into  different  accounts? 

Answer.  The  FY  1994  total  is  $5,185  million,  consisting  of:  $2,309 
million  for  cleanup;  $2,484  million  for  compliance;  $10  million  for 
Legacy;  $282  million  for  Base  Closure  and  Realignment;  and  $100 
million  for  the  Strategic  Environmental  Research  and  Develop- 
ment Program  (SERDP). 

Congress  established  separate  appropriations  for  the  Defense  En- 
vironmental Restoration  Account,  Base  Closure  and  Realignment 
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{BRAO  and  SERDP  to  ensure  that  the  funding  was  separately 
identified  and  accounted  for — and  used  for  the  purpose  intended. 
The  Legacy  program,  separately  identified  within  the  O&M  De- 
fense-wide appropriation,  was  also  established  by  Congress  to  im- 
prove the  effectiveness  and  enhance  public  awareness  of  the  DoD 
Conservation  program. 

The  DoD  Component's  budget  separately  for  compliance  func- 
tions based  on  the  legal  source  of  funds  which  must  be  used  to  sat- 
isfy the  requirement:  funding  is  included  in  the  operation  and 
maintenance,  procurement,  RDT&E  and  Family  Housing  appro- 
priations. 

Question.  Does  the  Secretary  of  Defense's  office  oversee  the  serv- 
ice's execution  of  environmental  cleanup  and  compliance  funding? 

Answer.  Yes.  The  Office  of  the  Secretary  of  Defense  monitors  the 
DoD  Components'  execution  of  both  cleanup  and  compliance  pro- 
grams through  In-Progress  Reviews.  The  reviews  are  done  at  least 
quarterly  for  cleanup  and  semiannually  for  compliance. 

Question.  Who  decides  the  level  of  funding  for  the  service's  com- 
pliance programs,  the  individual  service  or  the  Office  of  the  Secre- 
tary of  Defense?  How  does  this  individual  decide  what  is  an  ade- 
quate funding  level? 

Answer.  The  Office  of  the  Secretary  of  Defense  provides  guidance 
requiring  full  funding  for  environmental  activities  to  ensure  com- 
pliance with  existing  law  and  prevent  violations  during  the  budget 
year. 

The  DoD  components  identify  the  level  of  funding  required  to 
comply  with  all  the  mandated  requirements  in  their  budget  sub- 
mittals. The  Office  of  the  Deputy  Under  Secretary  of  Defense  for 
Environmental  Security  maintains  oversight  of  the  programs 
during  the  budget  review,  and  vigorously  defends  the  required 
levels. 

Secretary  Aspin  insists  that  funding  for  environmental  require- 
ments be  protected  from  cuts  and  be  fully  funded. 

STATUS  OF  REQUESTED  ENVIRONMENTAL  REPORTS 

Question.  The  Committee  also  requested  a  Military  Installations 
Environmental  Report  to  the  extent  that  existing  laws  regarding 
endangered  species  and  environmental  restoration  is  having  on 
training  and  readiness.  Fort  Bragg  was  highlighted  as  an  example 
of  this  problem.  What  is  the  statute  of  this  report? 

Answer.  The  Assistant  Secretary  of  Defense  (Production  &  Logis- 
tics) proposed,  in  a  February  3  letter  to  the  Speaker  of  the  House, 
to  include  this  report  in  DoD's  Annual  Report  to  Congress  on  Envi- 
ronmental Compliance,  which  will  be  available  in  June.  The  Mili- 
tary Services  have  provided  their  input  to  our  office.  We  consolidat- 
ed this  information  and  it  will  be  included  in  the  compliance  report 
as  a  separate  appendix. 

TRACKING  AND  DISPOSING  OF  HAZARDOUS  WASTE 

Question.  Recently  GAO  reported  that  DoD's  contracting  system 
for  the  disposal  of  hazardous  waste  needs  improvement.  What  steps 
has  the  Department  taken  to  improve  this  system  and  implement 
GAO's  recommendations? 
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Answer.  The  Defense  Logistics  Agency  (DLA)  has  made  many  im- 
provements in  hazardous  waste  disposal  contracting  over  the  years, 
some  of  which  far  exceed  requirements  established  by  RCRA.  Par- 
ticularly significant  improvements  are: 

Tailoring  contracts  to  installation  needs. 

Best  value  contracting, 

100%  audit  trail/manifest  tracking, 

Contractor  auditing,  and 

Refinement  of  hazardous  waste  descriptions. 
Each  Military  Service  Component  is  responsible  for  insuring  that 
any  individual  installation  contracting  efforts  and  disposal  criteria 
are  at  least  as  stringent  as  criteria  used  by  DLA  for  contracting  for 
disposal  of  hazardous  property. 

While  DoD  concurred  in  only  two  of  the  five  recommendations 
made  by  the  GAO  in  its  report  of  hazardous  waste  contracting  in 
DoD,  DoD  continues  to  improve  hazardous  waste  disposal  proce- 
dures and  practices  and  to  disseminate  this  information  throughout 
the  Department.  One  of  the  recommendations  DoD  concurred  with 
pertained  to  increased  emphasis  on  compliance  auditing.  DLA's 
Marketing  Service  is  placing  increased  emphasis  on  compliance  au- 
diting. In  order  to  satisfy  the  other  recommendation  that  the 
changes  to  hazardous  waste  disposal  procedures  and  practices  be 
required  of  all  Defense  installations,  DoD  is  developing  a  compre- 
hensive environmental  instruction  which  consolidates  and  updates 
DoD  environmental  policy.  This  instruction  will  contain  appropri- 
ate guidance  on  compliance  auditing. 

Question.  DoD  generates  more  than  500,000  tons  of  hazardous 
waste  each  year.  Is  the  Department  able  to  reduce  this  level  of  haz- 
ardous waste? 

Answer.  Yes.  The  Department  set  a  goal  of  reducing  hazardous 
waste  disposal  by  50  percent  between  1987  and  1992.  The  Military 
Services  and  the  Defense  Logistics  Agency,  combined,  met  that  goal 
one  year  ahead  of  schedule — reducing  hazardous  waste  disposal  by 
54  percent  by  the  end  of  1991.  Through  1992,  DoD  has  reduced  haz- 
ardous waste  by  55  percent.  The  maintenance  facilities,  which  ac- 
count for  60  percent  of  DoD's  hazardous  waste,  reduced  disposal  by 
over  60  percent. 

PILOT  EXPEDITED  CLEANUP  PROGRAM 

Question.  This  Committee  has  been  a  supporter  of  the  pilot  expe- 
dited environmental  cleanup  program  that  was  begun  recently. 
Can  you  give  the  Committee  a  status  of  this  program  and  a  list  of 
locations  that  this  program  has  been  implemented? 

Answer.  The  attached  chart  shows  the  status  of  the  actions  un- 
derway at  each  installation  in  the  pilot  program.  The  following  is 
the  list  of  installations  participating  in  the  program: 

Army:  Fort  Devens,  MA;  Fort  Ord,  CA;  Fort  Benjamin  Harrison, 
IN;  Fort  Sheridan,  IL;  Presidio  of  San  Francisco,  CA. 

Navy:  CBC  Davisville,  RI;  NAS  Chase  Field,  TX;  MCB  Camp  Le- 
juene,  NC;  MCAGCC  29  Palms,  CA;  NAVSTA  Long  Beach,  CA. 

Air  Force:  Myrtle  Beach,  SC;  Castle  AFB,  CA;  Norton  AFB,  CA; 
Mather  AFB,  CA;  George  AFB,  CA. 
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Expedited  Pilot  Projects 

Installation 

Congressional  Criteria 

Full  Compliance 

with 
Environmental 

Laws 

Useof 
ExIsUng 
Authority 

Useof 
Turnkey 
Contracts 

Establishment 
of  Special 
Expedited 
Procedures 

Useof 

Competition  In 

Contract 

Solicitation 

ARMY 

• 

Presidio  of  San  Francisco 

X 

X 

X 

X 

Fort  Devens 

X 

X 

X 

X 

Fort  Sheridan  ♦ 

Fort  Benjamin  Harrison  •• 

X 

X 

X 

Fort  Ord 

X 

X 

X 

X 

X 

NAVY 

Camp  Lejeune  MCB 

X 

X 

X 

X 

Twentynine  Palms  MCAGCC 

X 

X 

X 

X 

Chase  Field  NAS 

X 

X 

X 

X 

Davisville  NCBC 

X 

X 

X 

X 

Long  Beach  NSY 

X 

X 

X 

X 

AIR  FORCE 

X 

Castle  AFB 

X 

X 

X 

X 

George  AFB 

X 

X 

X 

X 

Mather  AFB 

X 

X 

X 

X 

Myrtle  Beach  AFB 

X 

X 

X 

X 

X 

Norton  AFB 

J" 

X 

X 

X 

•  Project  woric  cannot  proceed  because  of  a  disagreement  with  the  state  regulators. 
•*  Project  work  is  being  delayed  because  of  funding  concerns. 
"X"  indicates  activity  in  this  category. 
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Question.  What  lessons  have  been  learned  from  this  innovative 
approach  to  cleanup? 

Answer.  The  following  techniques  have  been  successfully  demon- 
strated to  improve  performance,  save  time,  or  reduce  costs: 
Generic  work  plans  with  site  specific  appendices, 
Joint  approach  with  installations,  state  regulators  and  Feder- 
al regulators  to  develop  accelerated  schedules, 
Team  building. 
Local  empowerment. 
These  techniques  are  already  being  exported  to  other  sites. 

LACK  OF  AUTOMATION  FOR  ENVIRONMENTAL  PROGRAM 

Question.  The  Department  has  undergone  a  process  known  as 
Corporate  Information  Management  (CIM)  to  automate  and 
streamline  DoD  operations.  While  DoD  has  placed  a  heavy  empha- 
sis on  commercially-available  off-the-shelf  technologies  (COTS), 
there  seems  to  be  no  provision  for  COTS  systems  in  the  environ- 
mental program.  Why? 

Answer.  The  Department  of  Defense  (DoD)  CIM  effort,  including 
the  environmental  portion,  encourages  the  use  of  COTS  technol- 
ogies to  support  efficient  and  cost  effective  ways  of  doing  business. 

We  will  include  COTS  systems  identified  that  may  meet  our 
needs  in  our  environmental  functional  economic  analyses. 

Question.  Is  the  Department  trying  to  develop  systems  in-house? 
Why?  Is  this  appropriate? 

Answer.  The  Department  does  not  actively  seek  to  develop  sys- 
tems in-house.  Priority  will  be  given  to  use  of  existing  systems  (in- 
cluding COTS)  which  meet  user  requirements  and  are  cost  effec- 
tive. Any  system  development  performed  in-house  will  be  done  on  a 
fee-for-service  basis,  and  will  only  be  performed  if  it  is  determined 
to  be  more  cost  effective  based  on  functional  economic  analyses. 

INDEMNIFICATION 

Question.  Last  year,  the  Appropriations  Bill  contained  language 
indemnifying  state  and  local  governments  who  acquired  formerly 
owned  Defense  Department  land  from  liability  caused  by  DoD  con- 
tamination. This  language  was  similar  to  language  written  by  the 
Department  for  Pease  Air  Force  Base.  Could  you  explain  DoD's 
concerns  with  this  language  and  what  steps  the  Department  has 
taken  to  implement  or  not  implement  this  direction. 

Answer.  In  our  view  the  Department  of  Defense  Appropriation 
Act  for  Fiscal  Year  1993  language  went  far  beyond  the  language 
used  for  Pease  Air  Force  Base.  Last  year's  Authorization  Act  also 
included  language  on  indemnification  that  conflicts  with  the  Ap- 
propriations Act  language.  To  avoid  large  but  unquantifiable  poten- 
tial liability,  certain  transfers  have  to  be  carefully  reviewed  by  the 
Department  and  approved  by  the  Deputy  Secretary  of  Defense.  The 
conflicts  between  the  two  Acts  and  some  of  the  uncertainties  and 
problems  created  include: 

The  Appropriations  Act  appears  to  create  liabilities  for  an 
extremely  broad  range  of  losses. 
The  Authorization  Act  appears  to  cover  a  narrower  range. 
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Appropriations  Act  includes  indemnification  for  contamina- 
tion not  caused  by  DoD — this  problem  doesn't  exist  to  the  same 
extent  in  the  Authorization  Act. 

The  Appropriations  Act  includes  hazardous  substances  not 
normally  regulated  under  CERCLA,  such  as  petroleum,  crude 
oil,  natural  gas,  liquefied  natural  gas,  and  asbestos. 

On  the  other  hand  the  Authorization  Act  does  not  include 
these  substances. 
The  two  Acts  also  overlap,  but  are  not  in  complete  agreement  in 
regard  to  the  property  transfers  that  triggers  the  indemnification 
requirements.  The  result  has  been  that  the  Department  has  insti- 
tuted a  careful  review  process  culminating  with  the  Deputy  Secre- 
tary to  ensure  that  the  Department  is  meeting  its  responsibilities 
to  ensure  risks  of  incurring  indemnification  liability  through  care- 
ful evaluation  prior  to  going  forward  with  a  transaction. 

Question.  Is  there  any  way  to  resolve  this  indemnification  issue? 
Answer.  Yes.  The  Department  is  working  on  a  legislative  propos- 
al to  resolve  this  issue. 

RISK  SHARING  PROGRAM 

Question.  For  the  past  several  years.  Congress  has  directed  DoD 
to  develop  and  implement  a  risk  sharing  program  with  its  cleanup 
contractors.  What  is  the  status  of  this  risk  sharing  program? 

Answer.  DoD  in  response  to  Section  332  of  FY93  National  De- 
fense Authorization  Act  is  doing  a  review  and  reporting  to  Con- 
gress on  the  available  authorities  for  risk  sharing  with  its  cleanup 
contractors.  The  review  includes  consulting  with  other  government 
agencies  and  the  private  sector  to  determine  their  practice  relative 
to  indemnification  of  environmental  restoration  contractors. 

Question.  Why  doesn't  DoD  indemnify  contractors  the  same  way 
DOE  and  EPA  does? 

Answer.  DoD  has  not  yet  had  the  need  to  indemnify  contractors 
because  the  risk  at  our  own  sites  differs  from  those  at  both  DOE 
and  EPA  sites.  DoD  sites  involve  cleanup  of  contaminants  such  as 
fuels,  solvents,  and  heavy  metals  while  many  DOE  sites  involve  ra- 
dioactive wastes.  The  risks  at  DOE  sites  far  exceed  the  cleanup 
risks  at  our  sites.  EPA  risks  are  grater  because  of  "orphan  sites" 
and  the  sometimes  undefinable  potentially  responsible  parties  in- 
volved in  their  cleanup  actions.  DoD  accepts  full  responsibility  for 
the  contamination  at  sites  we  own.  Risks  at  DoD  sites  are  better 
defined  and  less  significant,  so  we  have  not  needed  to  indemnify 
the  cleanup  contractors. 

Question.  Does  DoD  believe  that  it  should  provide  some  form  of 
protection  to  its  remediation  contractors? 

Answer.  In  the  past,  we  had  reported  to  the  Congress  that  in- 
demnification of  cleanup  contractors  had  not  been  necessary.  We 
are  re-evaluating  the  situation  as  it  exists  today  and  will  provide 
you  the  results  of  that  analysis  in  our  forthcoming  report. 

OLMSTED  AFB  CLEANUP 

Question.  Last  year,  the  Congress  provided  $4  million  for  compre- 
hensive testing  and  cleanup  of  the  North  Base  Landfill  at  the 
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former  Olmsted  Air  Force  Base.  What  is  the  status  of  this  cleanup? 

Answer.  The  work  required  is  in  two  parts.  The  Air  Force  is  ne- 
gotiating with  the  EPA  to  finalize  actions  needed  to  meet  require- 
ments of  the  Explanation  of  Significant  Differences  (ESD)  and 
Record  of  Decision  (ROD).  This  will  cover  the  cleanup  actions  EPA 
has  determined  for  the  North  Base  Landfill.  Once  these  negotia- 
tions are  completed  in  the  next  several  months,  we  will  sign  an 
agreement  with  EPA,  and  award  contracts  through  the  Army 
Corps  of  Engineers  to  implement  the  agreement.  We  hope  to  have 
the  contracts  awarded  by  July  1993. 

The  other  part  covers  the  comprehensive  testing  included  in  the 
institutional  controls  for  this  NPL  site.  We  are  working  with  the 
Pennsylvania  Department  of  Transportation  (Penn  DOT)  to  utilize 
some  of  their  indefinite  delivery  contracts  to  expeditiously  imple- 
ment the  comprehensive  testing  requirements.  We  plan  on  signing 
a  letter  of  agreement  with  Penn  DOT  by  June  1993  to  allow  the 
testing  to  proceed. 

Question.  Are  there  any  problems  or  unresolved  issues  that  this 
Committee  should  be  made  aware  of? 

Answer.  We  met  with  all  of  the  pertinent  players  this  Spring  and 
resolved  all  outstanding  issues.  Although  it  does  not  appear  to  be  a 
problem,  the  Committee  should  be  aware  that  since  the  $4  million 
was  appropriate  as  O&M  funds,  we  must  obligate  it  by  the  end  of 
this  fiscal  year,  September  30,  1993,  or  it  will  expire. 

ARMY  ENVIRONMENTAL  POLICY  INSTITUTE 

Question.  Describe  the  mission  of  the  Army  Environmental 
Policy  Institute. 

Answer.  To  assist  the  Army  Secretariat  in  the  development  of 
proactive  policies  and  strategies  to  address  environmental  issues 
that  may  have  significant  future  impacts  on  the  Army. 

Question.  This  Institute  is  currently  associated  with  the  Universi- 
ty of  Illinois  and  located  at  Champaign.  The  Committee  under- 
stands that  there  is  consideration  within  the  Army  to  move  the  lo- 
cation of  this  Institute.  Is  that  correct? 

Answer.  Yes,  that  is  correct.  The  Institute  was  established  at 
Champaign,  Illinois,  as  a  temporary  location.  We  want  to  decide 
where  the  permanent  location  will  be.  The  Institute  charter  calls 
for  the  selection  of  a  major  university  as  the  permanent  location 
for  the  Institute.  We  are  evaluating  potential  candidates  based  on 
screening  criteria.  Champaign  will  be  included  among  potential 
candidates. 

Question.  If  so,  when  will  this  move  be  accomplished? 

Answer.  We  will  make  the  decision  this  fall  to  either  move  the 
Institute  from  Champaign  to  another  location  or  leave  it  at  Cham- 
paign. 

Question.  What  procedures  will  be  used  to  determine  the  new  lo- 
cation? 

Answer.  The  Army  will  evaluate  candidate  sites  on  the  following 
criteria:  research  capabilities  in  environmental  sciences,  engineer- 
ing, computer  sciences,  public  policy,  environmental  law,  and  social 
sciences;  affiliations  with  historic  black  colleges  and  universities. 
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other  universities  and  research  organizations;  local  transportation 
options  for  national  and  international  travel;  and  proximity  to  any 
Army  facility  for  personnel,  Inspector  General,  contract,  and  travel 
support. 

Question.  How  will  potential  candidates  be  notified  as  to  what  is 
required  to  qualify  and  how  to  provide  a  solicitation? 

Answer.  The  process  is  still  being  developed. 

[Clerk's  note. — End  of  questions  submitted  for  the  record.] 
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Introduction 

Mr.  MuRTHA.  The  Committee  will  come  to  order. 

We  welcome  back  Ms.  Cjnithia  Kendall,  the  Department's  Senior 
Information  Technology  executive.  This  morning  the  Committee  will 
conduct  an  open  hearing  on  DOD  automatic  data  processing  and 
information  systems  resources.  You  are  the  acting  Director  now? 

Ms.  Kendall.  I  serve  both  as  the  Acting  Director  of  Defense  In- 
formation and  my  full-time  job  is  Deputy  Assistant  Secretary  of  De- 
fense for  Information  Systems. 

Mr.  MuRTHA.  Can  you  give  us  some  inside  information?  When 
will  these  appointments  be  made? 

Ms.  Kendall.  I  wish  I  knew  the  answer,  sir. 

Mr.  MuRTHA.  We  could  have  a  few  headlines  out  of  the  Commit- 
tee today  if  you  would  tell  us.  Somebody  over  there  must  know. 

The  information  technology  budget  is  between  $9.5  billion  and  $12 
billion  annually  depending  on  who  you  are  talking  to.  This  area 
involves  primarily  off-the-shelf  commercial  computers  that  are  used 
for  base-level  operations  such  as  personnel,  pay,  logistics  and  fi- 
nance. There  has  been  some  argument  about  Congress  taking  too 
much  money  out  of  this  area;  some  may  argue  Congress  has  taken 
the  savings  before  the  investment  was  made. 

I  would  be  interested  in  hearing  your  opinion  about  that.  We  are 
delighted  to  have  you.  Your  entire  statement  will  appear  in  the 
record.  As  soon  as  you  are  finished  with  your  summary,  we  will  get 
to  questions. 

(359) 
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Summary  Statement  of  Ms.  Kendall 

Ms.  Kendall.  Thank  you.  Mr.  Chairman  and  members  of  the 
Ck)mmittee,  I  am  pleased  to  be  here  today.  I  would  like  to  highlight  a 
few  areas. 

In  the  time  since  I  last  appeared  before  you,  the  Department  of 
Defense  has  made  much  progress  in  its  Corporate  Information 
Management  initiative-called  CIM  for  short.  CIM  is  providing  assist- 
ance for  managers  to  reengineer  how  the  Department  carried  out  its 
functions.  This  is  consistent  with  the  President's  efforts  on  reinvent- 
ing government  to  put  more  emphasis  on  improving  services  while 
reducing  costs. 

The  CIM  initiative  involves  a  major  cultural  change  within  the 
Department.  DOD  business  processes  and  information  systems  are 
viewed  as  corporate  assets.  DOD  is  moving  towards  as  much  stand- 
ardization as  possible,  including  open  systems  architectures,  data 
element  standardization  and  software  reuse. 

Another  aspect  of  CIM  is  the  reduction  in  the  number  of  automat- 
ed information  systems  supporting  each  functional  area.  This  Com- 
mittee's members  have  expressed  concern  to  the  Department  on 
several  occasions  about  our  efforts  to  eliminate  duplicate  automation 
systems  and  to  economize  on  our  operations.  We  are  applying  the 
principles  of  business  process  improvement  in  these  areas  and  have 
made  significant  reductions  and  have  more  planned  for  fiscal  year 
1994  and  the  outyears. 

The  Department  has  issued  major  policies  in  recent  months  to 
incorporate  the  CIM  initiative  into  the  DOD  policy  base,  to  promote 
greater  involvement  by  informatin  users  and  to  emphasize  more 
reliance  on  commercial  off-the-shelf  information  technology  prod- 
ucts. 

Our  Major  Automated  Information  Systems  Review  Council 
[MAISRC]  continues  as  the  primary  DOD  oversight  body  for  Life 
Cycle  Management  of  Automated  Information  Systems,  the  AISs. 
The  MAISCR  is  increasingly  active  in  reviewing  AIS  programs  and 
has  already  conducted  ten  reviews  this  year. 

DOD  has  strengthened  oversight  of  procurement  of  ADP  re- 
sources. Our  new  procedures  were  developed  with  participation  by 
the  General  Services  Administration  to  give  more  corporate  visibili- 
ty to  Defense  Agency  and  high-dollar  value  Military  Department 
information  technology  acquisitions.  We  are  also  complying  with 
congressional  limitations  on  purchases  from  DOD's  large  indefinite 
delivery  and  indefinite  quantity  ADP  contracts. 

Defense  is  pursuing  the  establishment  of  a  Defense  Information 
Infrastructure  to  provide  users  with  seamless,  transparent  and  pro- 
tected end-to-end  information  transfer.  This  utility  will  provide 
technical  management  of  information  services  spanning  local,  re- 
gional and  global  functional  capabilities  for  peacetime  and  wartime 
environments. 

We  appreciate  the  support  this  Committee  has  given  to  our  ef- 
forts to  improve  Defense  information  management,  and  we  solicit 
your  continuing  support. 

With  me  today  are  senior  members  in  our  Military  Departments, 
who  can  answer  specific  questions  about  programs  in  their  areas. 
We  are  ready  to  address  any  questions  of  the  Committee. 
[The  statement  of  Ms.  Kendall  follows:] 
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Mr.  Chairman  and  members  of  the  subcommittee,  I  appreciate 
this  opportunity  to  appear  before  you  today  to  discuss  DoD's 
information  management  progreuns,  including  our  information 
technology  initiatives.   As  the  Acting  Director  of  Defense 
Information  (DDI),  I  will  describe  our  progress  from  a 
Department-wide  perspective.   The  Department's  senior  military 
information  management  leadership  is  with  me  today  to  provide 
operational  perspectives. 

The  topics  I  will  cover  include  a  brief  summary  of  the 
progress  of  the  DoD  CIM  initiative,  our  information  management 
policy,  oversight  of  the  Department's  information  technology 
programs  and  acquisitions,  and  an  overview  of  our  initiatives  to 
bridge  to  industry  and  to  reduce  costs  while  improving  service. 

CORPORATE  INFORMATION  MANAGEMENT 

DoD's  Corporate  Information  Management  initiative  is  more 
comprehensive  than  any  information  management  program  conducted 
by  any  U.S.  business  organization.   This  strategic  initiative 
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provides  the  methods  and  tools  for  a  major  reengineering  and 
restructuring  of  how  the  Department  executes  its  business 
methods  and  administrative  processes  throughout  the  Department. 
This  redesign  of  our  business  processes  will  result  in 
significant  improvements  in  the  way  our  missions  are  performed. 
While  the  CIM  initiative  will  have  its  greatest  impact  on  areas 
outside  the  scope  of  the  DoD  information  technology  budget, 
information  technology's  role  often  is  critical  to  supporting 
the  reengineering  processes.   As  the  Department  of  Defense 
continues  to  downsize,  CIM  will  enable  the  Department  to 
maintain  or  improve  levels  of  service  to  our  customers  —  be 
that  in  expediting  shipment  of  ammunition  for  our  warfighters  or 
in  providing  environmental  data  about  military  facilities. 

From  1989  to  1993,  the  CIM  initiative  expanded  from  an 
initial  concentration  on  improving  information  management  in 
selected  administrative  areas,  such  as  contract  payment, 
civilian  payroll,  distribution  centers,  and  medical 
applications,  to  applying  CIM  methods  to  all  other  DoD 
functional  areas,  including  command  and  control  and 
intelligence. 

A  key  aspect  of  the  CIM  initiative  is  business  process 
improvement.   DoD  is  using  the  Corporate  Information  Management 
initiative  to  expand  the  involvement  in  information  management 
beyond  the  realm  of  technologists  and  into  the  Defense  work 
place.   Most  importantly,  DoD  is  not  just  automating  the  work  we 
are  doing  —  we  are  thoroughly  examining  the  work  itself  to  see 
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if  we  can  work  smarter.   The  importance  of  taking  this  type  of 
approach  was  highlighted  in  President  Clinton's  and  Vice 
President  Gore's  "Technology  for  America's  Economic  Growth,  a 
New  Direction  to  Build  Economic  Strength"  of  February  22,  1993: 

"Business  organizations  in  many  sectors  have  found  that 
automating  existing  work  processes  based  on  a  tradition 
of  processing  paper  does  not  always  provide  the 
greatest  benefits  from  investment  in  automation. 
Efficiency  gains  from  the  new  technology  often  can  only 
be  captured  if  changes  are  made  in  the  structure  of 
their  organizations  and  the  way  they  are  managed." 

The  CIM  initiative  views  DoD's  business  processes  as 
corporate  assets  rather  than  Service-unique.   The  move  to 
Department-wide  business  processes  has  involved  a  major  cultural 
change  within  the  Department.   Rather  than  determining 
procedures  uniquely  along  Service  lines,  DoD  is  organizing  its 
business  processes  and  procedures  along  functional  lines.   This 
has  not  been  without  pain,  as  the  DoD  determines  which  long- 
accepted  steps  are  no  longer  useful  or  which  one  of  several 
equally  useful  procedures  will  be  retained  and  become  the  joint 
way  of  doing  business.   Timely  delivery  of  cost  reductions  - 
without  impairing  effectiveness  of  the  Armed  Forces  -  requires 
intrinsic  cultural  change.   Changes  under  CIM  initiatives 
require  rethinking  of  each  Defense  mission  process.   Even  the 
most  ambitious  initiatives  can  succeed  only  by  making  steady 
progress,  one  step  at  a  time.   The  legacy  of  procedures  and 
assets,  along  with  organizational  motivation  to  change, 
determines  the  rate  of  these  changes. 
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Developed  under  the  CIM  initiative,  the  DoD  Enterprise  Model 
presents  an  integrated,  functionally  oriented  description  of 
defense  activities  as  a  common  basis  for  reengineering  and 
improving  all  missions,  functions,  and  organizations  in  the 
Department.   It  provides  the  Department's  leaders  and  managers  a 
model  of  functional  relationships  and  will  aid  integration  of 
functional  process  improvement  initiatives  within  and  across 
functional  and  organizational  boundaries. 

The  Under  Secretaries  and  Assistant  Secretaries  of  Defense 
make  their  business  process  improvement  decisions  with  the 
counsel  of  their  respective  Functional  Steering  Committees, 
which  consist  of  executives  from  the  Military  Services,  Defense 
Agencies,  Joint  Staff  and  OSD.   The  Functional  Steering 
Committees  provide  a  DoD-wide  forum  for  senior  functional 
managers  to  exchange  a  full  range  of  views.   The  DDI  staff 
facilitates  process  improvements  on  an  outreach  basis  by  serving 
as  catalysts  and  enablers  to  assist  functional  managers  in 
developing  their  process  improvements  as  needed. 

I  would  like  to  talk  about  a  leading-edge  effort  in  using 
CIM  business  process  improvement  techniques  in  DoD's  medical 
functions.   The  Assistant  Secretary  of  Defense  for  Health 
Affairs  executes  central  management  control  and  funding  of  all 
medical  functions  and  supporting  information  systems  in  the 
Department.   This  is  a  high-payoff  area  for  the  Department, 
since  consistent  and  responsive  medical  processes  and  systems 
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are  crucial  to  our  warfighting  capabilities,  as  well  as  to  our 
peacetime  services.   This  is  also  a  high-emphasis  area  for  cost 
containment  to  allow  delivery  of  all  required  services  within 
the  budget  and  outyear  resource  levels.   In  medical  logistics, 
for  exaunple,  which  includes  medical  contracting  and 
pharmaceutical  cost  containment r  the  Department's  functional 
economic  analyses  show  substantial  expected  savings  to  the 
Department  from  a  combination  of  improved  business  practices  and 
standardizing  automated  information  system  support.   The  return 
on  investment  for  the  Defense  Medical  Logistics  Standard  System 
will  be  several  times  the  system's  investment  costs  when  fully 
io^lemented . 

The  Defense  Investigative  Service  has  also  applied  CIN 
techniques  to  streamline  the  way  security  clearances  are 
determinedr  without  compromising  the  quality  or  integrity  of  the 
security  clearance  process.   Security  clearances  have  been  a 
longstanding  problem  for  the  Department  due  to  the  length  of 
time  required  to  process  them.   Business  as  usual  has  meant 
that,  at  any  given  time,  thousands  of  Department  and  industry 
employees  have  been  limited  in  their  jobs  while  awaiting  the 
appropriate  clearance.   The  Defense  Investigative  Service  has 
performed  an  intensive  analysis  of  their  procedures  using  CIM 
business  process  improvement  techniques.   The  effort  began  in 
early  1992,  and  test  operation  of  the  new  procedures  is  set  to 
begin  within  the  next  2  to  3  months  using  the  Electronic 
Personnel  Security  Questionnaire.  The  new  technique  will 
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significantly  reduce  the  cycle  time  and  the  administrative 
rejection  rate  of  security  background  investigations.   Cost 
avoidance  to  DoD  and  industry  is  expected  to  measure  in  the 
hundreds  of  millions  of  dollars  over  the  next  6  years. 

The  Joint  Staff  has  used  the  Defense  information  management 
business  process  improvement  standard  tool  to  model  the 
operational  information  requirements  of  the  deployed  warfighting 
forces  from  the  viewpoint  of  the  Joint  Task  Force  commander. 
This  type  of  analysis  is  laying  the  foundation  for  the  follow-on 
to  the  Worldwide  Military  Command  and  Control  System  ADP 
Modernization  program. 

Throughout  the  CIM  initiative,  DoD  is  building  incrementally 
on  achievable  successes.   Most  process  improvements  begin  as 
pilot  projects,  which  can  be  adjusted  quickly  and  inexpensively 
as  needed.   This  approach  also  allows  several  groups  to  work  in 
concert  to  attack  different  aspects  of  a  single  problem.   For 
example,  the  Congress  and  the  General  Accounting  Office  have 
questioned  the  cost  overheads  of  the  DoD  Service  academies.   In 
response,  the  U.S.  Military  Academy  at  West  Point  used  CIM 
business  process  improvement  techniques  to  identify  and 
obtain  management  savings.   These  improvements  are  currently 
being  evaluated  at  the  Naval  and  Air  Force  Academies  for 
applicability  to  their  institutions.   Based  on  positive 
responses  from  the  academy  superintendents  and  members  of 
Congress,  the  [>oD  University  Business  Process  Improvement 
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Project  effort  is  being  expanded  to  include  the  registrar, 
admissions,  alumni,  services,  and  facilities  functions. 

Another  aspect  of  DoD's  business  process  improvement  is  the 
reduction  in  the  number  of  automated  information  systems 
supporting  each  functional  area.   At  present,  DoD  has  efforts 
underway  in  the  areas  of  civilian  personnel,  distribution, 
finance,  health,  human  resources,  materiel  resources,  and 
procurement.   These  efforts  are  being  expanded  to  include 
acquisition,  command  and  control,  and  environmental  systems. 
This  is  more  than  a  simple  matter  of  terminating  on-going 
automated  systems,  but  is  a  critical  and  complex  engineering 
effort  to  ensure  that  required  functionality  continues  to  be 
supported.   The  Defense  Information  Systems  Agency,  formerly  the 
Defense  Communications  Agency,  is  leading  the  technical 
integration  of  information  systems  and  data  to  enable  sharing 
across  functional  lines. 

POLICY  BASE 

DoD  has  issued  major  policies  in  recent  months  to 
incorporate  the  CIM  initiative  into  the  DoD  policy  base,  promote 
greater  involvement  by  information  users  and  emphasize  more 
reliance  on  commercial-off-the-shelf  information  technology 
acquisitions.   These  new  policies  are  all  grounded  in  existing 
laws  and  regulations.   These  include  the  Paperwork  Reduction 
Act,  the  Brooks  Act,  the  Warner  Amendment,  and  0MB  Circulars. 
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On  October  27,  1992,  the  DoD  Directive  "Defense  Information 
Management  Program"  formally  became  a  part  of  the  DoD  Directive 
System.   This  directive  is  the  capstone  DoD  document  that 
establishes  the  Department's  information  management  principles, 
which  include  business  process  improvement,  functional 
management  accountability,  common  information  systems, 
competitive  bidding,  and  appropriate  access  to  information. 
These  are  the  same  principles  that  have  guided  implementation  of 
DoD's  CIM  initiative. 

In  January  1993  DoD  expanded  its  policy  on  Life-Cycle 
Management  of  Automated  Information  Systems  (AISs)  to  give 
formal  guidance  on  incremental  and  evolutionary  acquisition 
strategies  of  life-cycle  management.   The  revision  also 
recognizes  the  concept  of  "rapid  prototypes"  as  a  tool  used  in 
the  acquisition  process.   The  revision  maintains  the  rigor  of 
DoD's  AIS  oversight  reviews  while  allowing  for  more  rapid 
adaptability  to  new  technologies  and  changing  functional  needs. 

OVERSIGHT  RESPONSIBILITIES 

The  Major  Automated  Information  Systems  Review  Council 
(MAISRC)  continues  as  the  primary  DoD  oversight  body  for  Life- 
Cycle  Management  of  AISs.   The  MAISRC  is  increasingly  active  in 
reviewing  AIS  programs,  with  ten  reviews  already  conducted  in 
calendar  year  1993. 
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Over  the  past  year,  DoD  has  strengthened  oversight  of 
procurement  of  Federal  Information  Processing  (FIP)  resources. 
All  PIP  resource  acquisitions  (except  those  exempted  by  the 
Warner  Amendment)  require  procurement  authority  from  the  General 
Services  Administration  (GSA) .   Working  with  the  GSA,  DoD  now 
allows  only  the  Military  Departments,  the  0ASD(C3I)  and  selected 
Defense  agencies  to  submit  Agency  Procurement  Requests  (APRs) 
for  FIP  resources.   OSD  also  reviews  all  APRs  for  FIP  resource 
contracts  in  excess  of  $100  million  prior  to  submission  to  GSA. 
DoD  has  limited  the  acquisition  of  FIP  resources  through 
selected  large,  umbrella  contracts  to  those  requested  in  the 
information  technology  budget,  with  exceptions  only  by  waiver 
from  the  ASD(C3I).   DoD's  waiver  procedures  are  compliant  with 
congressional  direction,  and  all  waivers  are  reported  to  the 
Congress  in  the  third  and  fourth  quarters  of  each  fiscal  year. 

TECHNICAL  INITIATIVES 

Information  is  the  heart  of  an  effective  military  force. 
Experience  in  Desert  Shield/Desert  Storm  typifies  DoD's  need  to 
respond  rapidly  and  accurately  to  changing  requirements. 
Information  systems  on  the  scale  required  to  meet  Department- 
wide  needs  have,  however,  historically  taken  years  to  develop 
and  field.   Furthermore,  mission  support  has  historically  been 
delayed  by  the  time  spent  in  translating  or  manually  reentering 
data  among  applications.   The  technology  aspect  of  the  DoD  CIM 
initiative  will  improve  the  speed,  flexibility,  accuracy,  and 
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security  of  information  technology's  support  to  DoD 
decisionmakers.   Further,  DoD's  Computer-Assisted  Acquisition 
and  Logistics  Support  (CALS)  initiatives  extend  technology 
improvement  to  the  interaction  of  government  and  industry. 

DoD  is  moving  toward  the  ideal  of  availability  of 
information  technology  as  a  corporate  resource  or  service,  much 
the  same  as  telephone  or  electrical  service.   Information  to 
meet  each  DoD  need  must  be  accessible  in  a  simple,  consistent 
fashion.   Information  must  be  available  both  to  satisfy  Defense 
requirements  and  also  to  aid  in  the  conversion  to  dual  use 
technology.   Necessary  equipment  and  capabilities  must  be 
readily  available  at  low  cost  to  the  taxpayers.   This  move  also 
requires  changes  in  the  way  DoD  handles  the  building  blocks  of 
information  technology:   the  data,  the  computers,  the  programs, 
and  their  operations. 

DoD's  goal  is  to  remove  barriers  that  have  been  created  by 
the  hardware,  software,  data,  and  operational  characteristics  of 
its  Service-unique  information  systems.   DoD  is  setting  up  a 
consistent  information  technology  framework  that  will  allow  free 
passage  of  information  to  missions  that  require  it,  and  in  a 
consistent,  usable  fashion.   The  framework  will  also  ease  the 
exchange  of  information,  as  needed,  between  DoD  and  industry. 
This  framework  is  called  the  DoD  open  systems  architecture.   The 
architecture  is  based  on  the  notions  of  standardization, 
interchangeability  and  reusability. 
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The  architecture  describes  classes  of  information  system 
components,  such  as  standardized  languages,  data  standards  and 
communications  protocols.   Within  each  class,  DoD  seeks  to  apply 
proven  technology  and  capabilities  and  thereby  reduce  costs. 
For  computer  software,  DoD  is  building  a  library  of  reusable 
components,  so  that  systems  can  be  developed  from  them  in  weeks 
rather  than  the  years  it  would  have  taken  to  develop  them  from 
scratch.   Data  definitions  also  fall  into  this  category.   Even 
the  process  of  developing  software  itself  is  being  improved 
using  software  process  assessment  techniques  developed  for 
Defense  by  Carnegie-Mellon  University's  Software  Engineering 
Institute. 

A  vigorous  data  standardization  effort  is  one  of  the  keys  to 
assuring  that  DoD  systems  interoperability  and  cost  reduction 
objectives  are  met.   The  task  of  standardizing  data  is  complex 
and  unglamorous  —  yet  the  payoffs  are  tremendous.   CALS  is  an 
example  of  the  vital  role  of  data  standardization.   CALS 
addresses  timely  and  efficient  handling  of  information  that 
supports  weapons  and  commercial  products  acquired  by  the  DoD. 
The  purpose  is  to  improve  productivity  within  DoD  as  well  as 
reduce  the  paperwork  required  of  DoD  suppliers.   Of  special 
interest  are  methods  and  standards  for  electronic  transmission 
of  engineering  drawings,  technical  manuals,  and  manufacturing 
documentation. 
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Automation,  advanced  electronics,  worldwide  communications, 
modern  sensors,  and  sheer  size  increase  the  complexity  of 
handling  military  information  effectively.   Both  fixed  and 
mobile  structures  need  to  be  configured  to  support  movement  of 
information,  horizontally  and  vertically,  without  regard  to 
organization.  Service  or  vendor  boundaries.   This  will  be  no 
small  feat,  given  DoD's  present  inventory  of  over  650,000 
workstations  and  terminals,  over  100  long-distance  networks, 
over  10,000  local  area  networks,  and  over  1,500  data  processing 
installations  —  involving  all  major  computer  and  communications 
companies. 

DoD  is  pursuing  the  establishment  of  a  Defense  Information 
Infrastructure  to  provide  users  with  seamless,  transparent,  and 
protected  end-to-end  information  transfer.   This  utility  will 
provide  technical  management  of  information  services  spanning 
local,  regional,  and  global  functional  capabilities  for 
peacetime  and  wartime  environments.   Following  months  of 
research  and  study,  DoD  began  the  first  steps  towards  a  Defense 
Information  Infrastructure  in  September  1992. 

Implementation  of  the  Defense  Information  Infrastructure  is 
being  done  in  stages  which  build  on  today's  computing  and 
communications  capabilities.   The  first  stage  is  the  realignment 
of  data  processing  installations  and  central  design  activities, 
as  well  as  communications,  acquisition,  engineering,  standards 
and  security  elements  of  the  Infrastructure.   All  told,  by 
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July  15,  1993,  over  20,000  personnel  are  scheduled  to  be 
transferred  from  operational  control  of  the  Military  Services 
and  Defense  Agencies  to  the  Defense  Information  Systems  Agency, 
who  will  act  as  the  Infrastructure's  central  manager.  The 
Defense  Information  Infrastructure  plans  are  modeled  on  similar 
and  successful  actions  in  the  private  sector.   Companies  such  as 
GTE,  Texas  Instruments,  and  J.  C.  Penney  have  achieved  cost 
reductions  in  their  data  center  operations  through  consolidating 
centers  and  improving  communications.   Reducing  the  number  of 
data  centers  is  made  possible  by  modernizing  the  underlying 
operating  technology.   DoD  can  make  similar  achievements. 
Defense  Information  Infrastructure  plans  consider  our  current 
non-standard  inventory  of  information  technology  capabilities 
and  the  costs  for  upgrades  and  expansions  of  outdated  assets. 

The  ultimate  goal  is  to  improve  our  warfighting  capability 
through  the  increased  availability,  interoperability,  and 
security  of  information  needed  to  defeat  our  adversaries.   The 
right  information  must  be  available  at  the  right  time  and  place 
in  order  to  be  applied  with  success.   Further,  information  must 
be  "pulled"  by  users  as  needed,  not  just  "pushed"  out  to 
overloaded  recipients.   Accomplishing  this  goal  will  allow  the 
Department  to  retain  a  decisive  military  advantage  even  as  DoD 
reduces  dramatically  in  size. 

We  believe  that  our  two-pronged  approach  of  streamlining 
business  processes  while  refining  our  supporting  technical 
infrastructure  will  result  in  better  support  for  our  fighting 
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forces  while  lowering  overhead  and  operating  costs  to  our 
citizens.   With  the  framework  of  policies,  programs  and 
organization  we  have  put  into  place  to  effect  these 
improvements r  DoD  is  moving  forward  vigorously  in  support  of  the 
President's  economic  goals  and  initiatives  for  making  DoD's 
information  technology  useful  to  commercial  enterprise  and  to 
civil  agencies.  We  appreciate  the  support  the  subcommittee  has 
given  to  our  efforts  to  improve  Defense  information  management. 
We  solicit  your  continuing  support. 


14 


376 

CORPORATE  INFORMATION  MANAGEMENT  SAVINGS 

Mr.  MuRTHA.  How  much  money  has  been  reduced  from  the 
President's  budget  for  CIM  savings  in  fiscal  year  1994? 

Ms.  Kendall.  If  I  go  back  several  years  ago,  when  we  first  start- 
ed the  CIM  initiative,  we  originally  reduced  our  five-year  budget  by 
$12.1  billion  to  recognize  specific  savings  in  the  information  tech- 
nology area.  We  have  continued  to  track  our  achievement  of  those 
savings — I  should  call  them  budget  reductions. 

Our  current  estimate  across  the  same  5  years  is  $2.3  billion,  so  it 
has  increased.  Of  that  amount,  $436  million  is  associated  with 
fiscal  year  1994. 

Mr.  MuRTHA.  As  you  know,  this  is  a  very  large  item  in  the  De- 
fense Department  budget,  and  we  have  taken  a  real  interest  in  the 
way  DOD  does  things,  but  also  the  way  DOD  measures  them.  Do 
you  think  these  savings  have  been  over  or  underestimated? 

Ms.  Kendall.  That  is  a  very  difficult  question,  sir.  We  have 
spent  many,  many  hours  reviewing  the  appropriate  amount  of 
funding  to  provide  in  this  area.  These  numbers  are  the  result  of  all 
these  efforts.  We  feel  at  this  time  these  are  our  best  estimates. 

Mr.  MuRTHA.  The  General  Accounting  Office  and  the  DOD  In- 
spector General  report  that  DOD  lacks  adequate  justification.  Can 
you  explain  what  they  are  talking  about  there? 

Ms.  Kendall.  The  GAO  report  that  came  out  last  fall  addressed 
three  areas  in  the  DOD  implementation  of  the  Corporate  Informa- 
tion Management  initiative.  The  first  area  addressed  was  lack  of 
adequate  policy.  At  the  time  they  issued  their  report,  our  policy  in 
place  existed  primarily  of  memoranda.  Since  that  time  we  have  im- 
plemented a  number  of  directives  to  recognize  the  formal  policies 
of  Corporate  Information  Management.  The  capstone  policy  was 
issued  in  October  of  1992. 

We  also  have  a  directive  on  data  administration.  In  addition,  we 
have  a  number  of  instructions  in  coordination.  We  have  also  issued 
a  number  of  guidebooks  and  handbooks  to  assist  personnel 
throughout  the  Department  in  implementing  CIM.  We  feel  we  have 
corrected  the  issue  GAO  raised. 

Another  issue  that  GAO  raised  was  additional  funding  controls. 
We  did  not  fully  agree  with  their  recommendations.  We  feel  that 
the  controls  we  have  in  place  are  adequate. 

A  third  issue  of  GAO  was  that  the  Department  should  be  con- 
ducting business  process  improvements  prior  to  eliminating  the  du- 
plicative information  systems  we  have  in  place.  Our  position  at 
DOD  is  that  we  should  look  at  each  individual  area  on  a  case-by- 
case  basis.  If  we  can  save  money  by  eliminating  duplicative  systems 
and  follow-up  with  business  process  improvement  activities,  that  is 
the  approach  we  take. 

Mr.  MuRTHA.  Mr.  Livingston. 

data  center  consoudations 

Mr.  Livingston.  Thank  you,  Mr.  Chairman. 

This  is  a  complex  area  and  for  us  not-too-terribly-computer-wise 
laymen,  I  would  have  to  say  that  by  the  time  you  get  through  with 
the  military  acronyms  and  consider  the  computer  shell  games  that 
seem  to  be  going  on  here,  people  can  get  confused. 
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You  asked  the  key  question,  Mr.  Chairman,  and  that  is  whether 
or  not  these  savings  will  really  be  enacted.  I  am  advised  that  when 
this  DMR  shuffle  first  began,  they  were  projecting  as  high  as  some 
$70  billion  in  defense  savings  for  consolidation  and  now  we  are 
talking  about  in  the  range  of  $4  billion,  if  I  am  correct.  Actually,  it 
has  come  down  a  long  way  in  terms  of  DMRD-918,  from  $12  billion 
to  $4.5  billion,  so  far. 

Ms.  Kendall.  If  I  could  clarify  those  numbers,  the  $70  billion  is 
associated  with  the  full  range  of  Department  of  Defense  Manage- 
ment Report  Decisions.  These  affected  all  function  areas  across  the 
DOD. 

When  I  answered  the  Chairman's  question  about  savings  and  in- 
formation technology,  the  answer  was  correct.  I  looked  at  only  the 
small  piece  that  impacted  directly  information  technology  and  that 
was  directly  associated  with  Corporate  Information  Management. 

Mr.  Livingston.  Evidently  some  folks  in  your  Department  feel 
that  I  have  been  an  obstacle  in  some  of  the  shuffling  and  I  will  not 
read  the  article,  but  refer  to  it  by  reference  and  will  put  it  in  the 
record. 

It  is  from  Federal  Computer  Week,  dated  April  26,  1993,  talking 
about  the  Navy  mainframe  museum. 

[The  information  follows:] 

How  about  a  Navy  mainframe  museum?  This  week  the  Navy  IT  brass  have  to  go 
back  to  the  Hill  for  the  annual  budget  ritual  at  the  House  Defense  Appropriations 
subcommittee,  which  for  the  past  few  years  has  consisted  mostly  of  a  series  of  ad 
nauseam  comments  from  Rep.  Bob  Livingston  (R-La.)  about  the  necessity  of  main- 
taining a  mainframe  Navy  Data  Center  in  New  Orleans.  Good  idea;  when  the 
Cubans  attack,  the  navy  can  throw  tape  reels  at  them. 

Livingston  follows  this  up  with  spiecific  language  in  the  DOD  spending  bill  pre- 
cluding the  Navy  from  closing  the  mainframe  facility  and/or  consolidating  any 
other  data  centers.  This  has  screwed  up  DISA's  DMRD  918-driven  data  center  con- 
solidation plans  mightily.  So  The  Interceptor  suggests  the  Navy  operate  that  center 
as  the  "Navy  Mainframe  Data  Center  and  Museum." 

It  could  be  a  real  tourist  attraction — Mainframe  World — that  you  could  bring  the 
kiddies  to  after  hitting  Bourbon  Street.  See  live  sailors  use  obsolete  technology! 
Thrill  to  the  changing  of  tape  reels!  Watch  in  awe  as  software  sleuths  maintain 
thousands  of  lines  of  ancient,  useless  code! 

This  would  keep  Livingston  happy,  offer  a  wholesome  attraction  in  a  city  lacking 
in  the  same  and  allow  the  Navy  and  DISA  to  continue  with  all  the  other  data 
center  consolidations. 

Mr.  Livingston.  So  in  defense  of  myself  and  in  response  to  that 
article,  I  would  like  to  set  the  record  straight  and  say  that  yes,  it  is 
true  that  I  have  been  defensive  about  certain  computer  facilities  in 
the  City  of  New  Orleans,  Mr.  Chairman,  not  to  upset  the  apple  cart 
of  the  whole  reorganization  of  computerization  in  the  Navy  and  in 
the  Defense  Department,  but  simply  because  I  believe  that  the  fa- 
cilities in  New  Orleans  are  cost  effective  and  efficient. 

Statistically,  we  know  that  the  NCTS  in  New  Orleans,  the  Naval 
Communications  Telecommunications  Station,  is  already  operated 
for  over  eight  years  like  a  business  on  a  fee-for-service  basis.  Since 
1985,  it  has  operated  in  the  black  every  year  except  one.  Since 
1987,  revenues  exceeded  expenses  by  over  $8.5  million. 

Since  1987,  when  data  processing  services  at  these  facilities  were 
provided  by  way  of  fixed-price  contracts,  and  of  the  Navy's  nine 
Naval  Communications  Telecommunications  Stations,  the  New  Or- 
leans office  was  the  seventh  lowest  in  terms  of  number  personnel. 
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Seven  of  nine  Navy  installations  have  UNISYS  systems  and  the 
system  in  New  Orleans  is  one  of  those  seven  and  it  processes  more 
data  at  the  lowest  rates  than  any  of  the  seven  who  operate  the 
UNISYS  systems. 

My  effort  was  to  try  to  preserve  a  well-functioning,  award-win- 
ning operation  and  not  to  cause  the  Navy  any  great  grief,  but  I 
guess  it  does  prompt  me  to  question  the  figures  that  have  been  of- 
fered by  the  Defense  Department  with  all  of  these  consolidations. 

I  don't  think  that  the  consolidation  for  its  own  purposes  and  its 
own  sake  may  necessarily  save  the  government  any  money.  I 
think  if  we  are  just  operating  according  to  a  grand  plan,  if  there  is 
no  money  saved,  it  causes  a  great  deal  of  grief  and  hardship  to  per- 
sonnel and  service  customers  in  a  number  of  places  around  the 
country  for  no  particular  reason. 

DISA's,  the  Defense  Information  Systems  Agency's  own  justifica- 
tion states  that  inclusion  of  data  processing  center  closures  or  con- 
solidations in  the  base  closing  process  is  optional  because  the  indi- 
vidual data  processing  center  closures  do  not  meet  personnel 
thresholds  that  require  mandatory  action  under  BRAC. 

DISA  claims  its  data  processing  consolidation  plan  will  account 
for  approximately  $514  million  of  the  estimated  $4.5  billion  in  sav- 
ings the  Department  of  Defense  now  claims  under  the  Defense 
Management  Report  Decision  (DMRD)  No.  918.  However,  the  De- 
fense Management  Report  Decision  918  which  promises  billions  of 
dollars  of  savings,  should  not  be  put  into  a  base-closing  process  that 
was  developed  primarily  to  eliminate  congressional  oversight.  This 
poses  the  possibility  that  this  whole  operation  could  go  through 
and  we  wouldn't  have  any  oversight. 

I  am  concerned  about  that.  The  DMRD,  Defense  Management 
Report  Decision  918,  has  already  seen  projected  savings  estimates 
drop  from  $12  billion  in  September  of  1992  to  $4.5  billion  in  Febru- 
ary of  1993. 

Secretary  Aspin  convened  the  Odeen  panel  in  early  February  to 
see  if  the  $70  billion  of  projected  savings  between  1992  and  1997  for 
various  Defense  Management  Report  Decisions  is  realistic.  I  under- 
stand the  Odeen  panel  review  includes  DMRD  918. 

The  report  is  said  to  be  in  the  Secretary's  office,  but  is  not  re- 
leased. Chairman  Sam  Nunn  of  the  Senate  said  several  weeks  ago 
that  very  little  if  any  of  the  $70  billion  in  DMRD  savings  is  there 
and  that  Congress  will  have  to  come  up  with  the  difference. 

My  big  question,  one  that  you  would  be  interested  in  is,  is  this 
DMRD  918,  this  new  plan — and  again  these  acronyms  kill  me — De- 
fense Management  Report  Decision  918,  is  it  another  DBOF? 

The  DBOF  creation  is  a  result  of  a  Defense  Management  Report 
Decision  approved  February  2,  1991.  Last  year  and  again  two  weeks 
ago,  our  Subcommittee  heard  many  times  from  the  service  flag  offi- 
cers who  are  customers  of  DBOF  complaining  about  major  oper- 
ations and  maintenance  funding  shortfalls  resulting  from  DBOF. 

According  to  the  DMRD  918  implementation  plans,  the  future 
budgets  submitted  by  DISA,  the  Defense  Information  Systems 
Agency,  will  include,  and  I  stress  include,  DBOF  in  appropriated 
funding  to  operate  the  Consolidated  Data  Processing  Megacenters 
and  to  revolutionize  the  information  infrastructure  of  the  Depart- 
ment of  Defense. 
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Now,  I  know  that  you  are  familiar  with  my  concerns  here.  My 
Defense,  DoD  data  processing  consolidation  language  has  come 
under  heavy  attack  on  DoD's  base  closure  package.  DoD's  1993  base 
closure  submission  is  to  incorporate  in  the  BRAC  process  an  exten- 
sive data  center  consolidation  effort  proposed  under  one  of  DoD's 
defense  management  report  initiatives;  that  is,  DMRD  918. 

One  of  the  main  reasons  stated  by  DoD  for  putting  this  data 
center  and  DMRD  918  consolidation  effort  under  BRAC  is  to  cir- 
cumvent the  "restrictive"  appropriations  provisions  I  sponsored 
years  ago.  My  language  merely  sought  to  get  a  handle  on  the  ever- 
changing  DoD  and  service  policies  regarding  their  ADP  operations 
and  consolidations. 

Except  for  a  briefing  to  my  office  in  May  of  1991  by  Dr.  Whit- 
man, the  only  time  the  Department  or  services  have  wanted  to  talk 
to  my  office  is  when  they  wanted  to  brief  me  on  why  they  have 
proposed  again  to  shut  down  the  cost-effective,  efficiently  operating 
data  processing  centers  in  my  area,  and  I  refer  back  to  those  statis- 
tics— they  are  working  and  saving  the  government  money. 

Mr.  Chairman,  I  will  be  submitting  more  extensive  comments  to 
the  Base  Closure  Commission  about  putting  DoD's  DMRD  918  proc- 
ess under  the  base  closing  operation,  but  in  the  interest  of  time  I 
will  submit  for  the  record  some  of  the  reasons  why  I  believe  our 
Committee  should  continue  its  efforts  or  its  oversight  in  this  area 
even  if  the  Base  Closing  Commission  decides  to  recommend  putting 
the  DMRD  918  process  in  the  1993  base  closing  submission  to  Con- 
gress. 

[The  information  follows:] 
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—  I  k -.ow  this  is  not  a  hearxng  solely  about  the  data  processing 
facilities  in  the  New  Orleans  area. 

— Ms.  Kendall  is  familiar  with  some  of  my  concerns,  as  is  Dr. 
vniitman  of  the  Navy  and  now  General  Short  of  the  Defense 
Information  Services  Agency  (DISA)  . 

But,  since  my  alleged  micro -managing  and  the  provisions  this 

Subcommittee  has  approved,  through  my  sponsorship,  impacting  DoD 
data  processing  consolidations  have  come  under  recent  heavy 
attack  (as  part  of  the  Base  Closure  package  submitted  by  DoD)  and 
more  recently  in  the  trade  press,  I  feel  some  comments  are  in 
order. 

To  remind  the  Subcommittee,  one  of  the  proposals  stuck  in  the 

back  of  DoD's  1993  Base  Closure  &  Realignment  submission  is  to 
incorporate  in  the  BRAC  process  an  extensive  data  center 
consolidation  effort  proposed  under  one  of  DoD's  Defense 

Management  Report  (DMR)  initiatives Defense  Management  Report 

Decision  918  (DMRD  918)  . 

One  of  the  main  reasons  stated  by  DoD  for  putting  this  data 

center  and  DMRD  918  consolidation  effort  under  BRAC  is  too 
circumvent  the  "restrictive"  appropriations  provisions  I  have 
sponsored  for  the  last  3  years . 

— Well,  I  am  glad  the  Department  is  finally  worried  about  my 
lanaguage  which  has  only  sought  to  get  a  handle  on  the  ever 
changing  DoD  and  Service  policies  regarding  their  ADP  operations. 

—  Except  for  a  briefing  my  office  asked  for  and  got  in  May  1991 
from  Dr.  Whitman,  the  only  time  the  Department  or  services  have 
wanted  to  talk  to  my  office  is  when  they  wanted  to  brief  me  on 
why  they  have  proposed  again  to  shut  down  cost  effective, 
efficiently  operating  data  processing  centers  in  my  area. 

Mr.  Chairman,  I  will  be  submitting  ore  extensive  comments  at  a 

later  date  to  the  Base  Closing  Commission  about  putting  DoD's 

DMRD  918  process  under  BRAC.  4 
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—  And,  in  the  interest  of  time,  I  would  like  to  submit  for  the 
record  some  reasons  why  I  believe  our  Subcommittee  should 
continue  its  involvement  in  this  area  even  if  the  Base  Closing 
Commission  decides  to  recommend  putting  the  DMRD  918  process  in 
the  1993  Base  Closing  submission  to  Congress. 
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Defense  Information  Systems  Agency  (DISA) 
Defense  I.iformation  Technology  Services  Office  (DITSO) 

BRAC  Data  Center  Consolidation  Plan; 

— Recommends  incorporating  DMRD  918*  in  BRAC  process. 

— Disestablishes  44  existing  data  processing  centers  (DPCs) . 

— Moves  workload   (  &  employees,  computer  hardware/software??) 

from  these  centers  to  15  data  processing  "megacenters"  under 
DoD  control. 

— Military  &  civilian  employees  eliminated —  2,804. 

— DISA  says  531  military,  2,273  civilian. 

SAVINGS /COSTS; 

—  One  time  costs  (est  by  DISA)  —  $408  million 

— Annual  "steady  state"  savings —  $290  million 

Total  net  savings  (est  by  DISA) --$599  million,  Fy94-Fy99 

— These  savings  are  applied  toward  the  $4.5  billion  in 

cuts/savings  DOD  estimates  will  result  from  DMRD  918*  from 
Fy94-FV99. 


NOTE;  The  Data  Center  Consolidation  plan  submitted  under  BRAC  is 
only  the  first  part  of  much  larger  plan  to  disestablish 
and  consolidate  192  data  processing  centers  into  the  15 
"megacenters" . 


*DMRD  918  —  Defense  Management  Report  Decision  #918. 
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DMRD  918 
(Defense  Management  R«.port  Decision  918) 


—  One  of  a  niiinber  of  Defense  ^4anagement  Report  Decisions  (DMRDs) 
initiated  by  Secretary  Cheney  as  part  of  its  1989  Defense 
Management  Report  (DMR)  plan  to  strecunline  and  restructure  the 
management  and  acquisition  systems  of  all  the  services  &  DoD. 

DMRD  918  initially  approved  September  15,  1992  by  Secretary 

Atwood . 

—  DMRD  918  objective  is  to  establish  a  centrally  managed  defense 
information  infrastructure  (DII)  based  on  business  practices  of 
commercial,  world  class  organizations  to  revolutionize 
information  exchange  (data  processing/communications, etc)  defense 
wide. 


DMRD  918  SAVINGS  ESTIMATES 


9/15/92 $12  billion  from  Fys93-99. 

Estimate  when  DMRD  918  officially  approved  by  Secretary 
Atwood  September  15,  1992.  Source,  DMRD  918  document. 

2/18/93---  $4.5  billion  from  Fy94-99. 

Estimate  from  DISA's  Data  Processing  Center  Base  Closing 
proposal  dated  February  18,  1993,  page  1-3. 

DISA  cited  the  DMRD  918  Resource  Plan  as  its  source  for  the 
savings . 


"OTHER  ESTIMATES"; 

3--  11/12/92  (approx)  $9.8  billion  from  Fys93-99. 

Estimate  cited  in  draft  DMRD  918  Resource  Plan  that  was 
circulated  for  comment  to  Joint  Chiefs  and  Service 
Secretaries. 

4--  11/17/92 $4.3  billion  to  $5.6  billion,  Fy93-99. 

Estimate  cited  in  comments  from  Secretary  of  Navy  to 
Assistant  SecDef  for  C3I  in  response  to  draft  DMRD  918 
Resource  Plan  circulated  within  DOD  approx  11/12/92. 
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DISA  REASONS  FOR  DATA  CENTER  CONSOLIDATION 

1- -Follow  business  practices  of  commercial,  world  class 
organizations  &  consolidate  data  processing  centers  (DPCs)  into 
"megacenters" . 

2- -Consolidations  will  implement  guidance  in  Defense  Management 
Report  Decision  (DMRD)  918  &  achieve  $514  to  $599  million  of  the 
$4.5  billion  in  savings  projected  by  DoD  under  DMRD  918. 

3 --Though  the  inclusion  of  DPC  consolidations  in  BRAC  1993  is 
optional  because  the  individual  DPC  closures  do  not  meet 
thresholds  for  mandatory  action  under  the  law,  inclusion  in  BRAC 
is  necessary  to: 

A--Insulate  closures  from  political  influence. 

B- -Circumvent  Livingston  language  which  since 
Fyl991  has  prevented  implementation  of  Navy 
consolidations  under  DMRD  924  and  now  threatens  DMRD 
918. 

4- -Savings  needed  since  cuts  in  funding  have  already  been  taken 
from  individual  military  service  budgets. 
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QUEST IONS /COMMENTS  RE  DISA  REASON  «1 

DISA  justification  6  General  Short's  March  16th  testimony  make 

constant  references  to  importance  of  consolidation  plan  & 
establishment  of  megacenters  in  achieving  savings  &  goals  under 
DMRD  918  by  "adapting  the  proven  business  practices  of  our 
commercial  counterparts". 

A  key  business  practice  DoD  megacenters  will  adopt  is  to  deal 

with  its  military  service  customers  on  a  "fee  for  service"  basis. 

DISA's  DITSO  (Defense  Information  Technology  Services  Org) 

office,  which  is  implementing  DMRD  918  6  the  data 

center /megacenter  consolidation,  was  opened  in  May  1992  as  a  "fee 

for  service"  organization. 

Of  the  15  megacenters  chosen  by  DISA,  only  1  (Jacksonville), 

is  a  Naval  Con^uter  6  Telecommunications  Station  (NCTS) . 

Though  all  9  Navy  Computer/Telecommunications  Stations  (former 

NARDACs)  have  been  operating  for  years  on  a  business  like  "fee 
for  service"  basis,  8  of  the  9  are  recommended  for  closure  or 
dls- establishment. 

In  an  August  1991  memo  from  the  DoD  Comptroller's  office  (Don 

Shycoff)  to  C3I  ADP  Director  Paul  Strassmann,  regarding  the 
transfer  of  data  processing  centers  to  DoD,  Shycoff  said  of  the 
NARDACs  that I 

"...we  should  also  transfer  the  one  organization  in  DoD 
(NARDACs)  that  (are)  already  operating  as  a  utility. .. .the 
mechanism  for  dealing  with  customers  on  a  fee  for  service  basis 
and  the  organization  (NARDACs)  are  'already'  in  place..." 


m 
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QUESTIONS/COMMENTS  RE  DISA  REASON  #1  (Cont) 
PISA  SELECTION  PROCESS  I 

Extensive  docxunentatlon  provided  to  justl£y  DoD/DISA 

megacenter/data  center  consolidation  plan. 

Justification  made  numerous  references  to  operating 

megacenters  &  all  DoD  Information  Infrastructure  using  proven 
commercial  business  practices: 

--Pages  1-4,  1-11,  1-12,  2-2,  4-1,  etc. 

But,  actual  megacenter  selection  was  strictly  based  on  15 

weighted  criteria  separated  In  3  broad  categories: 

1--  Facilities.  8  criteria.  Total  weight  50% 

2--  Security.  4  criteria.  Total  weight  35% 

3--  Operations.  3  criteria.  Total  weight  15% 

None  of  the  15  criteria  actually  measured  data  centers  In 

terms  of  business  performance  or  cost  effectiveness  of  services 
provided  to  customers. 

Only  1  Operations  criteria.  Regional  Operations  Costs,  came 

close.  But  It  was  only  weighted  10%,  and  it  measured  the  area 
cost  factor  for  each  data  center  based  on  cost  of  living  factors. 

The  other  2  Operations  criteria  were: 

(1)  Proximity  of  megacenter  to  a  fiber  optic  hub  (weighted 
2%) ,  and; 

(2)  Communications  Bandwidth  or  number  of  telephone  lines 
(weighted  3%) . 

Why  didn't  DoD/DISA  use  industry  standards  to  determine 

efficiency,  competitiveness,  &  cost  effectiveness  of  megacenters? 

DISA's  Defense  Information  Technology  Services  Office  (DITSO) 

is  responsible  for  Implementing  the  data  center/megacenter 
consolidation  plan  &  DMRD  918. 

During  its  megacenter  selection  process,  why  didn't  DISA/DITSO 

use  some  of  the  standard  criteria  for  measuring  data  center 
personnel  efficiency  &  costs  that  Peat,  Marwlck  did  in  its  summer 
1992  study  used  by  DITSO  to  justify  the  benefits  of  consolidation 
and  the  potential  savings  from  esteJolishing  DITSO? 

(See  Page  16  of  DITSO  "Online"  bulletin,  November  1992) 
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ONLINE 


Benchmarking  study  helps  define  potent/d/  D/T50  savings  (Novem- 
ber 1992) 


The  deddoD  to  «stabU^  DITSO  was 
based  on  a  vaiiety  of  ttudles  aM 
analyses.  It  was  not  a  decision  easily 
anived  at.  because  it  does  have  such 
tu  reaching  impact  on  people,  tut  just 
productivity  and  the  Ijottom  line," 
However,  studies,  such  as  one  con- 
ducted last  sununer  by  Peat,  Marwidc 


ft  Mitcbell,  build  sudi  a  ttions  < 
tbr  the  benefits  of  consolidatioa,  they 
canned  be  ignored. 

The  Mowing  chait  reflects  the 
potential  savings  to  be  gained  from 
establishing  DITSO.  The  flia  column 
icimaeuU  the  current  costs  in  some  d 
the  best  DoD  activities.  TbeTotentia] 


Average  Savtn^/Yeai^  column 
represents  the  savings  that  win  aocnie 
if  we  improve  our  processes,  pncticet, 
and  equipment  to  be  competitive  with 
average  organizations  in  private 
industry.  The  last  column  thowi  the 
increased  savings  if  we  become 
competitive  with  industiy's  best 


Benchmarldng  iPC  PtrsonntI  Costs  by  Operating  Function 


DoD 

bduitiy 
Avpme: 

Tndiittry 

PoUntial 
Avovge 

.SavinfWaor 

I\)ta(ial 
Best 

Print  A  Distribution 

OM 

0.174 

0.03 

SI2I.I$9 

$211,878 

TapeOperatjoM 

0.2U 

0.237 

0.077 

30,716 

130,893 

Coiuolc  Opentioos 

0.24S 

0128 

0.05S 

73,378 

117,268 

Administralion 

0.18 

009 

0.022 

56,313 

98,549 

Customer  Service 

0.169 

0.071 

0.018 

61,433 

94.709 

Schedulos 

0.125 

0.046 

0.016 

49,488 

68.731 

13  Other  Functions 

]2iJT2 

mufl  ' 

Total  Savings  (SOOO) 

$517,059 

SI. 122,878 

M  Labor  Savings 

Potential 

.. 

SOJVt 

65.5H 

'SOURCE:  Peat,  Marwick  &,  Mitchell  Consulting  Study,  Summer  1992  (Persormel  employed  per  MIPS}. 
Est  personnel  costs:  SI.SB 
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QUESTIONS /COMMENTS  RE  DISA  REASONS  2,3  &  4 

Reasons  for  Congressional  Oversight; 

— DISA's  ovm  justification  states  that  inclusion  of  data 
processing  center  (DPC)  closures  or  consolidations  in  BRAC  is 
optional  because  the  individual  DPC  closures  do  not  meet 
personnel  thresholds  that  require  mandatory  action  under  BRAC. 

—  DISA  claims  its'  data  processing  center  (DPC)  plan  will 
account  for  approx  $514  million  of  the  estimated  $4.5  billion  in 
savings  DOD  now  claims  under  Defense  Management  Review  Decision 
(DMRD)   918. 

—  Defense  Management  Report  Decisions  (DMRDs)  promising 
billions  in  savings  should  not  be  put  into  a  base  closing  process 
that  was  developed  primarily  to  eliminate  Congressional  oversight 
or  interference. 

— DMRD  918  has  already  seen  "projected  savings"  estimates  drop 
from  $12  billion  (Sept,  1992)  to  $4.5  billion  by  February,  1993. 

— Sec  Aspin  convened  the  Odeen  Panel  in  early  February  to  see  if 
the  70  billion  in  projected  savings  (Fy92-97)  from  various 
Defense  Management  Report  Decisions  (DMRDs)  is  realistic. 

—  Understand  Odeen  Panel  review  includes  DMRD  918.  Panel's 
report  said  to  be  in  Secretary's  office,  but  not  released. 

—  Chairman  Nunn  said  several  weeks  ago  on  Meet  the  Press  that 
very  little,  if  any,  of  the  70  billion  in  DMRD  savings  is  there  & 
Congress  will  have  to  come  up  with  the  difference. 

IS  DMRD  918  ANOTHER  DBOF? 

—  The  infcimous  Defense  Business  Operating  Fund,  DBOF 

DBOF  creation  is  result  of  a  Defense  Management  Report 

Decision  (DMRD)  approved  Feb.  2,  1991. 

—  Last  year  &  again  two  weeks  ago,  our  Subcommittee  heard  many 
times  from  service  flag  officers  (who  are  customers  of  DBOF) 
complaining  about  major  O&M  funding  shortfalls  resulting  from 
DBOF. 

— According  to  DMRD  918  implementation  plans  the  future  budgets 
submitted  by  DISA  will  include  DBOF  &  appropriated  funding  to 
operate  the  consolidated  data  processing  "megacenters"  and  to 
revolutionize  the  information  infrastructure  of  DoD. 
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-2-  (DISA  Reasons  2,3,4) 

As  it  did  under  DBOF,  DoD  has  admitted  that  they  have  already 

cut  funding  in  Navy,  Marine  Corps,  Air  Force,  &  Army  budgets  as 
a  result  of  "projected  savings"  from  DMRD  918. 

DISA's  justifications  state  that  cuts  have  been  made  in 

service  accounts  already _based  on  DMRD  918  savings. 

Why  is  DoD  cutting  services  budgets  under  a  DMRD  that: 

a- -Was  initially  approved  as  a  concept  on  Sept.  15,  1992? 

b--Did  not  have  an  initial  implementation  concept  plan 
signed  until  January  14,  1993? 

c--Has  seen  "projected  savings"  estimates  drop  from  $12 

billion  (in  Sept/1992)  to  $4.5  billion  by  Feb,  1993? 

Has  DoD  adjusted,  or  has  the  DoD  comptroller  certified,  how 

the  5  year  defense  plan  or  budget  baseline  should  be  changed  to 
include  projected  savings  from  DMRD  918? 

On  February  22nd,  DoD  told  my  staff  that  DMRD  918  "projected 

savings"  had  not  been  put  into  5  year  budget  baseline  or 
certified  by  the  DoD  comptroller. 

If  that  was  true,  why  does  DISA's  February  18th  justifications 

admit  that  cuts  have  already  been  taken  against  the  military 
services  based  on  DMRD  918  projected  savings? 

If  DMRD  918  "savings"  have  been  put  in  baseline  or  certified, 

has  the  baseline  been  adjusted  to  revise  the  $1.3  billion  in  DMRD 
924  savings  that  were  entered  into  the  DoD  baseline  in  previous 
years? 

This  should  be  done  so  we  don't  count  DMRD  savings  twice 

because  DMRD  918  now  includes  the  consolidation  of  many  DPC  sites 
originally  planned  under  DMRD  924. 

Recall  DBOF  briefing  charts  saying  that  DBOF  would  "improve  & 

simplify  oversight". 

Here  we  go  again briefing  charts  by  DISA's  DITSO 

organization  says  putting  the  DMRD  918  megacenter,  data  center 
consolidation  plan  in  BRAG  "simplifies  Congressional  oversight  & 
review. . " 

DISA's  justification  puts  it  more  bluntly  by  saying  that  the 

DMRD  918  consolidation  process  should  be  rolled  into  BRAC  so  that 
it  cannot  be  "stymied  by  increasingly  stringent  Appropriations 
Act  requirements. 
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DMRD  924  SAVJNGS  PROHIBITED  BY  APPROPRIATIONS  LANGUAGE? 
(DMRD  o't,  Defense  Management  Report  Decision) 

—  DISA  blcunes  Livingston  sponsored  language  in  Fy91,  92,  &  93 
for  stopping  Navy  consolidation  plans  begun  under  another  DMRD, 
DMRD  924. 

Concede  that  the  Fy91  &  92  language  primarily  impacts  Navy 

DMRD  924  efforts. 

—  Both  DoD  and  DISA  (in  its'  justifications)  interpret  the 
language  as  impacting  Navy  efforts  only. 

But,  last  Navy  consolidation  efforts  under  DMRD  924  accounted 

for  just  over  $500  million  of  the  $1.3  billion  total  in  savings 
estimated  by  DoD  under  DMRD  924. 

—  Why  weren't  DMRD  924  consolidation  plans  from  the  Air  Force, 
Army  and  Defense  Logistics  Agency  (DLA)  implemented? 

— DISA's  DMRD  918  data  center  consolidation  justifications  refer 
numerous  times  to  the  fact  that  DMRD  918  is  based  on  AF,  Army, 
Navy,  and  DLA  DMRD  924  service  plans  that  were  never  fully 
implemented. 

— Why?  I  understand  from  industry  and  other  sources  that  some  of 
the  reasons  why  other  services  didn't  get  their  DMRD  924 
consolidation  plans  implemented  were: 

a- -Inability  of  DoD  to  accurately  quantify  savings  projected 
under  DMRD  924; 

b- -Major  concerns  by  the  services  that  the  DMRD  924 
consolidations  would  not  equal  or  improve  their 
operational  readiness  and  service  to  customers. 

—  DMRD  924  was  not  signed  by  Secretary  Atwood  until  November  18, 
1990,  not  November  1989  as  alleged  by  DISA  in  its  BRAC 
justification. 

Fyl991  Congressional  language  was  signed  into  law  on  November 

5,  1990.  The  Fy  1992  language  on  November  23,  1991. 

— Though  November  1990  (Fy91)  language  did  stop  a  preliminary 
Navy  data  center  consolidation  plan,  dated  March,  1990,  the  Navy 
made  no  attempt  for  over  a  year  to  even  begin  a  detailed  analysis 
justifying  data  center  consolidations  until  then  Deputy  Secretary 
Dan  Howard  signed  a  memorandum  on  December  31,  1991. 

— Why?  Were  there  real  savings?  Customer/service  support? 

DMRD  918,  DISA  data  consolidation  based  on  DMRD  924.  Why? 


390 


NCTS  N-'w  Orleans 
(Naval  Communications  Telecommunications  Station) 
Formerly  NARDAC 

—  Already  operating  for  over  8  years  like  a  business on  a 

fee  for  service  basis. 


— Since  1985  operating  in  the  black  every  year  except  one. 

—  Since  1987  revenues  have  exceeded  expenses  by  over  $8.5 
million, 

— Since  1987,  data  processing  services  provided  via  fixed  price 
contracts. 

— Of  Navy's  9  NCTS  or  NARDAC  installations,  7th  lowest  in  terms 
of  number  of  personnel 

—  7  of  9  Navy  NCTS/NARDAC  installations  have  Unisys  systems. 
NCTS  New  Orleans  is  1  of  those  7  and  it  processes  more  data  at 
the  lowest  rates  then  any  of  the  7  who  operate  Unisys  systems. 
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APPROPRIATIONS  LANGUAGE 

Prohibits  funding  to  Implement  DOD/Navy  ADP  or  Data  Processing 

Center  (DPC)  consolidations  or  to  make  reductions  at  Navy 
Computer/Telecommunications  facilities  and  facilities  In  New 
Orleans  area  until  60  days  after  SecDef  has  s\2bmltted  detailed 
report,  with  complete  review  comments  by  6A0,  justifying  that 
consolidations  or  reductions: 

1- -Address  overall  mission/functions  of  all  Navy/DoD  active 
&  reserve  ADP  or  DPC  facilities; 

2 --Establishes  as  part  of  DMRD  918  a  megacenter  for  active  & 
reserve  functions  at  New  Orleans; 

3 --Certifies  that  any  ADP  or  DPC  consolidations,  new 

operations  or  reductions  in  personnel,  functions  or 
mission: 

A--  Are  not  duplicative; 

B- -Claim  savings  that  are  already  claimed  by 

another  Defense  Management  Report  Decision 
(DMRD) ; 

C--Are  the  most  cost  effective; 

D--DO  not  Impact  adversely  on  Navy /Navy 
Reserve  mission; 

E--DO  not  adversely  impact  quality  of  life  of  military, 
their  dependents  and  civilian  personnel. 
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Mr.  Livingston.  I  realize  that  is  rather  complex,  Ms.  Kendall 
and  I  don't  know  if  you  are  prepared  to  address  everything  I  have 
said  right  now,  but  I  wanted  to  complete  the  record.  The  bottom 
line  is  once  again  to  reiterate  what  the  Chairman  asked  you — Is  this 
process  that  you  are  recommending  going  to  save  money;  and  sec- 
ondly, how  can  you  tell  and  if  it  is  not  going  to  save  money,  why 
are  we  going  through  this  stuff? 

Ms.  Kendall.  I  would  like  to  first  say  that  our  DMRD  918,  our 
Defense  Information  Infrastructure  Initiative,  is  to  establish  an  in- 
formation infrastructure  which  will  provide  a  seamless,  transpar- 
ent and  protected  end-to-end  information  transfer  capability  within 
the  DoD.  To  that  end,  we  want  to  look  at  the  most  efficient  way  of 
providing  that  information  infrastructure  support  to  the  users 
throughout  the  DoD.  We  are  relying  very  heavily  on  the  Defense 
Information  Systems  Agency  as  the  central  manager  of  that  infra- 
structure to  provide  those  services  on  a  cost-effective  basis. 

The  information  you  speak  to,  that  is  in  the  BRAC  Report,  is  the 
result  of  an  extensive  study  that  DISA  conducted  to  look  at  more 
efficient  ways  of  managing  the  large  number  of  data  processing  in- 
stallations that  we  have  in  DoD.  As  a  result  of  their  extensive  anal- 
ysis, they  identified  the  possibility  of  moving  towards  15  mega- 
centers  and,  in  the  process  closing  down  44  at  other  sites,  that  in- 
cluded New  Orleans,  to  accomplish  a  more  efficient,  cost-effective 
infrastructure  to  provide  support  throughout  the  Department. 

We  do  believe  that  we  can  save  money  and  provide  the  same  or 
better  service  to  our  users  in  the  Department. 

Mr.  Livingston.  I  object,  but  I  suspect  that  a  similar  statement 
was  made  in  advance  to  DBOF. 

Mr.  MuRTHA.  Is  the  ultimate  goal  to  go  down  to  five,  Ms.  Ken- 
dall? 

Ms.  Kendall.  I  am  only  familiar  with  the  initial  study  that  talks 
about  15  megacenters. 

With  me  is  the  Director  of  the  Defense  Information  Systems 
Agency,  Lieutenant  General  Short.  He  may  be  able  to  speak  to  ac- 
tions beyond  the  first  15  megacenters. 

CRITERIA  USED  FOR  DATA  CENTER  CONSOLIDATIONS 

General  Short.  Good  morning  Mr.  Chairman. 

Up  to  this  point,  we  have  not  gone  beyond  the  consolidation  ef- 
forts that  we  submitted  to  the  BRAC  1993.  That  consolidation 
effort  was  to  take  59  data  processing  installations,  utilizing  criteria 
that  we  established  for  determining  what  would  be  a  megacenter, 
and  bringing  that  number  down  to  15. 

I  would  like  to  describe  a  little  bit  for  Mr.  Livingston  what  we 
did. 

Sir,  we  looked  out  and  we  got  with  the  top  practitioners  out  in 
industry  in  this  business,  Peat-Marwick,  the  people  that  do  bench- 
marking. They  went  out  and  looked  at  the  best  in  the  industry  and 
the  average.  We  had  them  look  at  our  top  data  processing  centers, 
and  they  gave  us  a  lot  of  information.  The  point  is  that  it  is  gener- 
ally accepted  both  in  the  private  and  in  the  public  sector  that  data 
consolidations  can  provide  significant  savings  in  terms  of  reducing 
personnel,  maintenance,  license  fees,  facilities  and  other  costs. 
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With  DMRD  918,  we  looked  at  it  in  terms  of  economies  of  scale. 
Based  upon  the  best  practices  in  industry,  we  found  that  it  costs 
less  to  operate  a  few  larger,  very  efficient  facilities,  much  less  than 
it  does  many  small  and  medium,  less  efficient  facilities.  We  now 
have  the  59  facilities.  We  established  criteria,  and  we  had  individ- 
uals from  every  Service  and  every  Agency  involved.  We  selected  15 
different  criteria  in  3  categories-facilities,  security  and  operations. 

Then  we  took  a  look  at  all  of  the  facilities  that  we  had.  We 
ranked  those  facilities  based  upon  the  15  criteria,  and  we  weighed 
each  criteria.  Then  we  started  with  the  highest-ranked  facility  and 
we  started  to  add  the  workload.  When  we  got  to  the  15th-ranked 
facility,  we  ran  out  of  workload. 

Therefore  the  necessity  to  continue  44  more  data  processing  in- 
stallations does  not  follow.  I  might  point  out,  sir,  we  considered 
NCTS  New  Orleans  and  the  Enlisted  Personnel  Management 
Center  as  a  single  entity  for  a  megacenter.  Yet  we  ran  out  of  work- 
load before  we  got  to  the  New  Orleans  centers. 

In  terms  of  the  savings,  based  upon  the  best  guess  from  industry, 
we  have  determined  that  from  the  consolidations,  from  an  initial 
investment  of  about  $400  million,  we  can  during  the  period  1994 
through  1999  amass  net  savings  of  around  $600  million. 

We  can  add  with  annual  recurring  savings  about  $280  million, 
and  we  will  have  roughly  2,804  savings  in  terms  of  personnel. 
Whether  we  are  going  to  go  from  15  to  a  smaller  number,  sir,  the 
only  thing  that  I  can  tell  you  is  that  we  are  in  the  throes  right  now 
of  evaluating  technology.  There  is  technology  out  there  that  will 
allow  us  to  do  things  that  will,  in  my  view,  enable  us  to  take  that 
number  down  even  further  and  thus  come  up  with  more  cost  sav- 
ings. 

In  terms  of  the  impact  on  the  people  as  alluded  to  by  Mr.  Living- 
ston, that  is  not  lost  on  us,  sir.  One  of  the  things  that  we  are  doing 
is  looking  at  the  number  of  personnel  at  all  these  places  whose  jobs 
are  going  to  be  terminated.  We  are  looking  at  reassignments  first. 

We  are  helping  them  to  look  within  the  Department  and  also 
within  the  private  sector.  I  have  had  funds  dedicated  within  the 
Defense  Information  Systems  Agency  to  start  a  retraining  program 
that  will  allow  our  people,  some  of  whom  will  be  displaced,  to  train 
and  get  themselves  prepared  for  jobs  within  the  information  tech- 
nology world. 

Mr.  Livingston.  Mr.  Chairman,  if  I  might  respond. 

General,  thank  you  for  your  statement.  It  has  been  very  helpful. 
I  am  familiar  with  your  15  criteria.  I  guess  that  is  to  some  degree 
what  I  am  concerned  about,  because  you  know,  if  you  are  going  to 
make  a  decision  of  this  magnitude,  a  lot  depends  on  the  method  by 
which  you  gather  information  in  order  to  reach  the  final  decision. 

As  I  understand  it,  eight  of  your  criteria  related  to  the  nature  of 
the  facilities.  That  totaled  about  50  percent  of  the  decision.  Four 
related  to  security  of  the  facilities.  That  is  35  percent  in  total 
weight  of  the  decision,  and  3  criteria  according  to  the  operations  of 
the  facilities.  But  none  of  the  criteria  have  actually  measured  data 
centers  in  terms  of  business  performance  or  cost  effectiveness  of 
the  services  provided  to  the  customers. 

It  seems  to  me  that  if  you  are  going  to  determine  whether  or  not 
various  facilities  can  be  consolidated  in  order  to  save  money,  that 
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you  almost  have  to  look  to  the  cost  effectiveness  and  to  the  quality 
of  the  service  provided  to  the  customers.  Only  one  operations  crite- 
ria, regional  operations  cost,  came  close  to  that,  but  it  was  only 
weighted  10  percent  and  measured  the  area  cost  factor  for  each 
data  center  based  on  cost-of-living  factors. 

The  other  two  operations  criteria  were  proximity  of  the  mega- 
center  to  the  fiber-optic  hub  and  communications  band  width  or 
number  of  telephone  lines.  Those  were  weighted  2  and  3  percent 
respectively.  So  I  guess  I  am  worried  that  perhaps  maybe  you 
needed  a  few  other  criteria. 

Why  didn't  DOD  and  DISA  use  industry  standards  to  determine 
efficiency  and  competitiveness  and  cost  effectiveness  of  the  various 
megacenters  and — well,  why  don't  you  answer  that  question  and  I 
will  go  on? 

General  Short.  Yes,  sir.  Whereas  many  of  the  so-called  subjec- 
tive factors  did  not  play  a  part  in  the  final  15  criteria  that  we  es- 
tablished, believe  me,  sir,  they  were  discussed  ad  infinitum  by  all 
of  the  members  of  that  team. 

Various  sensitivity  analyses  were  run.  There  were  countless  dis- 
cussions on  the  quality  of  the  work,  but  in  the  final  analysis,  it  was 
almost  a  consensus  of  that  group  that  many  of  the  subjective  fac- 
tors could  not  be  effectively  utilized  for  this  particular  process. 

I  won't  sit  here  and  tell  you  that  we  had  not  watched  to  see  what 
had  happened  to  the  Department  of  the  Navy  on  the  BRAC  issue, 
sir.  We  certainly  did  that.  But  I  want  you  to  know  many  of  those 
subjective  criteria  were  discussed,  but  it  was  almost  a  consensus  by 
the  group  that  adding  those  in  terms  of  the  sensitivity  analysis 
that  followed  on  did  not  essentially  change  any  of  the  ranking; 
very,  very  little  change  in  the  ranking. 

Mr.  Livingston.  It  just  seems  to  me  that  those  are  critical  points 
when  you  are  talking  about  cost  savings.  Competitiveness  and  cost 
effectiveness  directly  relate  to  cost  savings.  But  the  Defense  Infor- 
mation Technology  Service  Office — known  as  DITSO,  Mr.  Chair- 
man— is  responsible  for  implementing  the  data  center  megacenter 
consolidation  plan  at  DMRD  918. 

During  its  megacenter  selection  process,  why  didn't  DISA/DITSO 
use  some  of  the  standard  criteria  for  measuring  data  center  person- 
nel efficiency  and  costs  that  Peat-Marwick  did  in  its  summer  1992 
study  justified  by  DITSO  to  justify  the  benefits  of  consolidation  and 
the  potential  savings  established  by  DITSO? 

General  Short.  The  Peat-Marwick  Company  has  been  one  of  the 
companies  that  we  have  relied  on  very,  very  heavily  in  giving  us 
the  various  benchmarking  criteria  by  which  we  will  be  operating 
the  various  data  centers.  But  again,  in  terms  of  coming  up  with  the 
criteria  for  selecting  the  consolidation  sites,  these  things  were  dis- 
cussed and  they  were  analyzed;  but  in  the  final  analysis,  based 
upon  what  we  were  trying  to  do,  they  did  not  materially  add  or 
change  any  of  the  rankings. 

We  discussed  the — as  I  mentioned  before — the  quality  of  the 
work.  We  talked  about  the  efficiencies  now  and  the  efficiencies 
that  we  hope  to  attain  in  the  future.  After  discussing  these  at 
length  and  determining  that  we  were  talking  about  inches  rather 
than  significant  changes,  we  determined  once  again  that  the  crite- 
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ria  we  had  were  the  most  objective  criteria  for  coming  up  with  the 
megacenters. 

Mr.  Livingston.  Again  I  guess  it  goes  to  where  you  put  the  em- 
phasis and  where  you  weight  the  criteria,  but  if  you  are  looking 
mostly  at  security  and  the  nature  of  the  facilities  and  downplaying 
the  actual  cost  savings  of  the  individual  centers,  it  is  obviously 
going  to  slant  your  ultimate  conclusion. 

DITSO's  on-line  monthly  bulletin,  page  16,  dated  November  1992, 
refers  to  the  fact  that  the  Peat-Marwick  study  conducted  last 
summer  builds  a  strong  case  for  the  cost  efficiency  of  the  data 
center  using  a  standard,  objective  criterion.  But  apparently  that 
just  wasn't  implemented  in  your  ultimate  analysis. 

I  can't  quarrel  that  you  came  to  the  conclusion  you  came  to,  but 
I  guess  I  just  have  to  say  that  it  is  my  feeling  that  perhaps  the  cri- 
teria don't  seem  to  concentrate  sufficiently  on  business  perform- 
ance or  cost  effectiveness. 

General  Short.  Sir,  let  me  point  out  one  thing.  In  the  Peat-Mar- 
wick studies,  all  of  the  practices  that  were  given  to  us  by  that 
study  are  a  part  of  our  ongoing  efforts.  The  purpose  for  having 
Peat-Marwick  to  come  in  was  to  look  at  the  best  in  industry,  the 
very  best  and  the  average,  and  to  look  at  the  best  that  we  had  in 
DOD  and  compare  DOD  with  the  average  and  the  best  in  industry 
to  determine  where  we  stand  with  our  best  versus  the  average  and 
the  best  in  industry. 

The  Peat-Marwick  study  said  that  we  were  doing  certain  things 
within  DOD  in  our  data  processing  installations  that  were  not  effi- 
cient practices.  If  we  changed  those  technologies  and  procedures, 
we  could  bring  the  DOD  facilities  up  to  the  average  and  the  best  in 
industry. 

When  we  speak  of  those  practices  by  Peat-Marwick,  we  are  talk- 
ing about  practices  now  that  are  a  part  of  our  efforts  that  we  are 
going  to  apply  at  the  DPI's.  Certainly  we  looked  at  those  in  DOD. 
We  took  our  56  best  DPI's  and  compared  them  with  industry.  We 
had  Peat-Marwick  do  that.  The  good  practices  that  they  gave  us 
are  now  being  applied  by  DISA  to  ensure  that  all  of  the  DPI's  that 
we  consolidate  and  the  future  ones  will  employ  those  practices  to 
get  us  up  to  average  and  the  best  in  industry. 

Mr.  Livingston.  Well,  I  guess  if  any  of  our  colleagues,  Mr.  Chair- 
man, try  to  read  this  record  they  are  going  to  be  put  to  sleep  pretty 
quickly.  That  is  not  a  denigration  of  what  you  have  just  told  me, 
General.  I  appreciate  your  explaining  your  position. 

I  guess  I  have  to  tell  you  that  I  am  confused,  because  we  have 
spoken  with  folks  in  industry  and  they  say  that  there  are  standard 
and  objective  measurements  of  business  operating  factors  that  have 
not  been  included  as  part  of  the  criteria  for  selecting  these  mega- 
centers. Maybe  that  ultimately  doesn't  matter  in  the  Defense  De- 
partment, but  I  think  it  should,  and  I  also  think  that  it  probably 
means  that  if  this  entire  process  is  enclosed  in  the  BRAC,  in  the 
base  closing  operation,  and  denies  the  right  of  Congress  to  oversee 
this  process,  that  it  is  quite  possible  that  the  Department  could 
reach  conclusions  that  might  become  quite  controversial  when  it 
comes  down  to  individual  Members  of  Congress  as  well  as  the  serv- 
ices and  their  operational  readiness. 
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I  think  that  we  have  a  role,  an  oversight  role,  and  while  I  believe 
in  the  base  closure  process  and  the  way  it  is  handled  for  traditional 
base  closures,  I  also  think  that  there  are  criteria  that  perhaps  we 
in  Congress  might  apply  to  a  complex  organization  such  as  this 
that  might  facilitate  the  saving  of  money. 

I  am  not  saying  that  I  am  convinced  that  what  you  are  about 
General,  Ms.  Kendall,  is  not  going  to  save  money.  If  it  is,  fine;  that 
will  work  great  for  the  Defense  Department.  It  will  modernize  your 
computer  facilities,  and  I  shouldn't  quarrel  with  that.  But  on  the 
other  hand,  sometimes  we  march  down  a  single  road  without  suffi- 
cient questions  being  raised  and  if  we  don't  consider  all  of  the  valid 
criteria,  we  ultimately  might  lead  ourselves  to  the  wrong  conclu- 
sions. 

In  looking  at  your  criteria  for  this  particular  decision,  I  think 
you  could  have  stuck  a  few  others  in  there.  I  think  that  cost  effec- 
tiveness and  business  performance  should  have  been  used  and 
heavily  weighted  in  your  ultimate  decision. 

Thank  you,  Mr.  Chairman. 

DEFENSE  BUSINESS  OPERATIONS  FUND 

Mr.  MuRTHA.  Let  me  go  back  to  a  couple  of  basic  questions.  The 
DBOF — Defense  Business  Operations  Fund  program — we  had  a 
great  concern  about  that.  We  weren't  sure  it  would  save  money, 
but  our  concern  was  that  we  wouldn't  be  able  to  follow  the  pro- 
grams and  have  appropriate  oversight.  And  now  DoD  has  put  ex- 
panding DBOF  on  hold.  After  talking  to  the  Secretary,  he  tells  me 
he  is  concerned  about  the  direction  DBOF  is  going.  He  wants  to 
review  it. 

There  was  a  move  to  consolidate  the  finance  centers  and  I've  heard 
that  is  also  on  hold.  The  savings  that  we  are  talking  about  here — 
how  much  is  it  the  first  year.  General?  It  was  $600  million 

General  Short.  Sir,  the  $600  million  is  not  just  for  the  first  year. 
It  is  for  the  period  fiscal  year  1994  through  1999. 

Mr.  MuRTHA.  I  see.  So  a  five-year  period,  it  is  over  a  $100-mil- 
lion-a-year  savings? 

General  Short.  That  is  right;  net  savings. 

Mr.  MuRTHA.  And  most  of  that  savings  is  in  personnel  cuts? 

General  Short.  Most  of  it  I  would  say  is  from  personnel  cuts  and 
contracts. 

Mr.  MuRTHA.  The  other  is 

General  Short.  Reduced  facilities,  reduced  software  licenses,  re- 
duced maintenance,  reduced  contracts,  and  also  roughly  about 
2,800  personnel. 

INDUSTRY  CONSOLIDATIONS 

Mr.  Murtha.  I  notice  on  the  chart  that  industry  saves  substan- 
tial amounts  on  consolidations,  but  I  would  assume  they  were 
much  smaller  in  comparison  to  what  you  are  trying  to  do  and 
much  less  complex.  I  see  a  savings  here  of  51  percent  by  GTE; 
Texas  Instruments,  50  percent;  J.C.  Penney,  69  percent;  and  EDS, 
30  percent. 

Now,  I  assume  we  are  talking  about  the  same  type  of  an  oper- 
ation that  you  use  these  as  the  area  where  you  got  the  savings? 


397 

General  Short.  Yes,  sir.  I  wish  I  could  look  at  you  honestly  and 
say  that  by  consolidating  we  would  save  51  and  those  kinds  of  per- 
centages. What  we  did  in  some  of  those,  we  looked  at  industries 
that  had  renovated  and  revamped  their  information  technology 
system  through  consolidations.  Some  of  the  things  that  we  were 
trying  to  see  were  their  annual  savings  from  consolidating,  mod- 
ernizing their  data  processing  capabilities,  and  upgrading  some  of 
their  software  applications. 

Some  of  those  figures  that  you  just  read  were  figures  that  some 
of  the  industries  were  able  to  achieve.  Once  we  had  done  that,  we 
had  the  top  companies  in  benchmarking  look  at  us,  compare  us 
with  the  industry's  best,  and  give  us  suggestions  on  things  that  we 
can  do  within  the  DOD  that  will  allow  us  to  come  up  with  figures 
like  that. 

[Clerk's  note. — The  chart  referred  to  follows:] 
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Mr.  MuRTHA.  What  are  the  actual  dollar  savings,  in  any  of  those 
companies?  Do  you  know  offhand? 

General  Short.  I  don't  know  offhand,  but  I  can  tell  you  that  re- 
cently in  one  of  our  top  companies,  the  only  section  in  that  compa- 
ny that  was  profitable  went  through  a  consolidation  by  eliminating 
a  significant  number  of  data  processing  and  software  development 
sites,  by  consolidating  many  of  these,  and  also  establishing  new 
practices.  Their  savings  were  significant. 

They  were  significant  in  that  company  because  it  was  the  only 
major  section  within  that  company  that  was  in  the  black.  They  did 
it  through  these  kind  of  practices. 

Mr.  MuRTHA.  I  am  trying  to  get  an  idea  of  the  scale  of  the  com- 
pany versus  the  government.  For  instance,  if  DoD  is  so  much 
bigger,  it  seems  that  DoD  ought  to  save  close  to  the  same  percent- 
age. Do  you  have  some  figures  there? 

General  Short.  Sir,  the  only  thing  that  I  would  say  to  you  is  that 
the  DOD  savings,  as  compared  with  the  industry,  would  be  some- 
what lowered  because  of  several  factors.  We  have  inherent  security 
or  protection  requirements  that  go  with  supporting  the  Depart- 
ment of  Defense.  We  have  the  size  of  this  mammoth  information 
infrastructure  and  the  complexities  that  relate  to  the  various  inter- 
operabilities that  must  be  attained.  That  tends  to  lower  DOD's  abil- 
ity to  match  point  for  point  with  the  best  out  there  in  industry. 
But  that  does  not  reduce  or  eliminate  the  need  for  us  to  seek  the 
better  practices. 

OTHER  CONSOLIDATION  EXAMPLES 

Mr.  MuRTHA.  What  mistakes  did  they  make  in  DBOF  and  DFAS 
that  you  didn't  make? 

General  Short.  Well,  sir,  in  May  of  1992  the  Defense  Informa- 
tion Systems  Agency,  was  called  upon  to  establish  a  computing 
utility  that  would  support  the  Defense  Finance  and  Accounting 
Service,  DFAS.  So  in  May  of  1992,  we  stood  up  this  organization, 
called  the  Defense  Information  Technology  Services  Organization. 
That  organization  provides  the  computing  support,  software  devel- 
opment support  and  related  support  to  the  Defense  Finance  and 
Accounting  Service. 

We  started  last  May  in  providing  them  with  technical  services, 
computing,  software  development  and  related  services, 

Mr.  MuRTHA.  But  you  must  have  studied  their  mistakes  before 
you  went  into  your  consolidation  program.  I  mean,  maybe  you 
didn't  know  they  had  made  mistakes,  but  obviously  we  are  running 
into  a  problem  now  where  both  are  on  hold,  so  they  must  have 
made  some  mistakes. 

Are  you  going  to  come  back  here  next  year  and  say  it  is  on  hold 
because  it  didn't  work  the  way  we  thought  it  was  going  to  work,  or 
did  you  look  at  mistakes  that  were  made  in  DBOF  and  not  incorpo- 
rate those  into  this  project? 

General  Short.  Sir,  let  me  try  to  clarify.  The  mission  and  role 
that  my  organization  was  assigned  last  May  was  for  six  data  proc- 
essing installations  that  provide  computing  support  to  the  Defense 
Finance  and  Accounting  Service — DFAS—.  We  also  assumed  re- 
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sponsibility  for  the  software  development  associated  with  the  sup- 
port to  the  Defense  Finance  and  Accounting  Service. 

We  provide  computing  support  to  them  and  the  software  develop- 
ment support.  The  functional  decisions  that  were  made  by  the  De- 
fense Finance  and  Accounting  Service  we  watched,  because  we 
were  their  technical  support.  But  in  terms  of  the  consolidation,  the 
six  DPI's  that  we  picked  up  in  May,  sir,  are  a  part  of  the  fifty-nine 
that  we  consolidated  into  the  fifteen  megacenters. 

Mr.  MuRTHA.  Well,  just  take  DFAS  then.  DoD  went  out  nation- 
wide and  said  to  the  communities,  tell  us  how  you  can  attract  a 
defense  installation  in  your  area.  They  spent  a  lot  of  money,  we 
went  through  this,  and  it  fell  apart  for  a  number  of  reasons.  But 
your  consolidation,  you  know  the  same  savings  were  attributed  to 
this  project,  the  personnel  cuts  and  less  installation  and  O&M 
costs,  and  I  assume  it  is  the  same  tjrpe  of  thing  here.  You  are 
saying  now  you  have  incorporated  part  of  the  DFAS  consolidation 
into  your  consolidation? 

General  Short.  Yes,  sir  the  DPI's.  The  six  data  processing  instal- 
lations that  we  picked  up  are  directly  related  to  supporting  the  fi- 
nance and  accounting  mission.  In  May  of  last  year  those  six  data 
processing  installations  became  part  of  my  organization.  My  orga- 
nization had  the  technical  support  to  DFAS,  only  the  technical  sup- 
port to  DFAS. 

I  can  give  you  the  kind  of  things  that  we  did  for  DFAS.  Maybe  it 
will  help  clear  it  up  for  me  and  maybe  for  you  with  regard  to  what 
we  do. 

In  the  area  of  finance  and  accounting,  take  for  example  in  the 
pay  area,  there  are  over  102  different  pay  systems  out  there.  My 
organization,  working  with  DFAS,  has  helped  them  through  meth- 
ods, practices  and  procedures  reduce  that  102  systems  to  14  sys- 
tems. We  did  this  by  eliminating  many,  many  systems  and  there- 
fore eliminating  redundancies,  because  each  of  those  systems  had 
hardware,  software,  personnel  and  facilities. 

The  support  that  we  gave  to  DFAS  assisted  them  in  their  ability 
to  move  102  pay  systems  down  to  a  lower  number,  thereby  saving 
funds.  My  support  to  them  is  to  decrease  their  costs  for  computing, 
give  them  methods,  tools  and  procedures  to  do  things  as  I  just  de- 
scribed in  terms  of  reducing  the  number  of  systems  within  a  given 
common  area. 

Mr.  MuRTHA.  I  understand  what  you  are  saying.  What  I  am  trying 
to  get  at  is  you  would  think  that  this  was  a  well  thought-out  plan 
where  you  go  out  and  entice  communities  to  be  involved  in  a 
consolidation  and  they  expend  hundreds  of  thousands  of  dollars 
putting  together  a  proposal  for  the  Defense  Department  because 
they  could  attract  between  3,000  and  7,000  jobs  to  their  area. 

All  at  once,  DoD  told  them  to  bid  on  this,  but  that  they  were 
really  not  serious.  I  have  had  a  number  of  complaints  from  Mem- 
bers that  it  was  weeded  down  to  just  a  few  communities  and  then 
it  was  put  on  hold. 

What  I  am  asking  is  what  happened  in  the  mistake  there?  You  are 
saying  you  are  still  going  forward  with  the  consolidation  but  the 
proposals  made  by  those  communities  won't  be  considered,  and 
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where  is  that?  Give  me  an  idea  of  what  happened  there  and  why  this 
is  different,  what  we  are  doing? 

FINANCE  CENTER  VERSUS  DATA  CENTER  CONSOLIDATIONS 

Ms.  Kendall.  Can  I  try  a  little  context  setting? 

General  Short  as  the  Director  of  DISA  has  the  responsibility  to 
provide  ADP  support,  and  that  is  ongoing.  He  will  continue  to  pro- 
vide that  support  separate  and  distinct  from  the  activity  you  dis- 
cussed of  DFAS  seeking  out  communities  to  place  their  finance  and 
accounting  function. 

To  the  extent  they  put  these  finance  and  accounting  functions  in 
place,  they  would  still  be  using  DISA's  ADP  support  for  their  func- 
tion. Their  efforts  in  looking  at  a  way  best  to  organize  their  finance 
and  accounting  function  itself  is  an  exercise  they  went  through. 

General  Short  is  dealing  with,  in  this  case,  the  six  sites  support- 
ing financial  activities.  We  had  a  known  quantity.  He  knew  how 
many  people  he  had  and  what  function  he  was  performing.  He 
could  look  at  those  areas  and  determine  how  best  to  provide  the 
service. 

Mr.  MuRTHA.  We  had  the  same  thing  in  DFAS.  We  had  a  certain 
number  of  centers,  how  many  we  had  and  what  we  wanted  to  get 
down  to,  and  we  went  all  over  the  country  with  bids.  There  has  to 
be  a  similarity  in  the  consolidation. 

I  am  trying  to  find  out  if  we  have  taken  into  consideration  the 
obvious  mistakes  we  must  have  made  in  DFAS,  because  it  is  on 
hold.  That  is  what  I  am  asking. 

General  Short.  In  terms  of  consolidation,  yes,  we  looked  at  the 
DFAS  consolidation,  at  DLA  and  at  others.  We  looked  at  the  les- 
sons learned  and  the  problems  associated  with  these  consolidations. 
Given  the  nature  of  DMRD  918,  we  have  tried  in  our  planning  to 
heed  these  pitfalls  that  befell  some  of  the  other  consolidations  and 
not  make  those  same  mistakes. 

Mr.  MuRTHA.  For  instance  you  didn't  go  out  to  communities.  You 
decided  based  on  this  criteria  you  set  up  where  they  would  be  locat- 
ed and  how  many  people  would  be  in  each  center  and  the  DoD  will 
fund  that  if  it  works  out.  Now,  you  went  to  BRAC  and  asked  BRAG 
to  make  a  decision.  Is  this  because  you  wanted  to  avoid  the  Appro- 
priations Committee  and  what  we  said  in  our  language? 

General  Short.  Well,  sir,  we  wanted  to  avoid  the  difficulties  that 
the  Navy  had  when  they  made  their  proposals  in  DMRD  924,  look- 
ing principally  at  the  fact  that  we  had  something  here  that  we  feel 
that  will  garner  us  significant  savings  if  we  are  allowed  to  execute 
this. 

We  saw  an  opportunity  to  place  this  in  the  BRAC  1993  and 
thereby  give  us  more  hope  of  being  able  to  execute  this  and  come 
up  with  these  savings.  We  could  also  work  its  operational  piece. 

Mr.  MuRTHA.  Mr.  Darden. 

CALS  SHARED  RESOURCE  CENTERS 

Mr.  Darden.  Thank  you,  Mr.  Chairman. 

Ms.  Kendall,  could  you  tell  me  the  status  of  funding  for  the 
CALS  Shared  Resource  Centers  and  explain  the  Department's  pro- 
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curement  strategy  to  the  Subcommittee  here?  There  has  been  a  lot 
of  discussion  of  that  in  our  State. 

Ms.  Kendall.  With  me  is  the  Defense  CALS  Executive  from  the 
Office  of  the  Assistant  Secretary  of  Defense  for  Production  and  Lo- 
gistics, General  Baldwin.  He  is  the  expert  in  this  area  and  will  best 
be  able  to  answer  your  questions. 

General  Baldwin.  Thank  you,  Mr.  Chairman  and  Members. 

The  question  specifically  asked  was  on  funding.  Thanks  to  sever- 
al Members  of  Congress,  the  CALS  Shared  Resource  Centers 
(CSRC)  were  appropriately  funded  in  the  law  for  this  year.  We  are 
working  on  an  appropriate  funding  schedule  for  the  outyears.  They 
are  a  key  element  in  what  CALS  is  trying  to  do. 

The  appropriate  thrust  of  CALS  is  not  an  individual  program  in 
itself  as  a  weapons  system  would  be.  It  is  a  series  of  initiatives  to 
bring  a  whole  family  of  programs  into  using  current  technology,  di- 
gitizing technical  and  business  information.  That  requires  infra- 
structure, standards — a  list  of  things.  At  the  top  is  a  need  to  edu- 
cate within  government  and  industry  and  to  help  small-  and 
medium-sized  companies.  That  is  what  the  CALS  Shared  Resource 
Centers  are  directed  at. 

We  are  filling  their  information  pipes  from  the  standpoint  of 
making  sure  they  have  information  on  what  are  going  to  be  our 
central  systems.  This  is  so  the  CSRC's  can  do  that  job.  Right  now  it 
looks  like  a  very  good  program  to  me. 

Mr.  Darden.  What  is  the  request  for  this  year? 

General  Baldwin.  This  year,  1993,  $30  million  was  put  on  it.  We 
are  working  on  the  figure,  for  next  year  but  it  appears  it  will  be 
somewhere  in  that  bracket. 

Mr.  Darden.  There  is  no  specific  DoD  request  out  there  at  this 
time? 

General  Baldwin.  I  believe  right  now  the  figure  is  at  $23  mil- 
lion. With  the  idea  that  there  are  some  new  nodes  coming  on  this 
year  to  support  the  CALS  Shared  Resource  Center  concept,  there  is 
some  question  as  to  whether  or  not  that  figure  needs  to  be  adjust- 
ed. Between  $23  million  and  $30  million  is  the  figure  we  are  work- 
ing with  now. 

Mr.  MuRTHA.  If  the  gentleman  would  yield,  I  would  hope  that 
you  will  put  an  adequate  amount  of  money  into  that  program.  If  it 
hadn't  been  for  us  that  program  would  be  gone.  We  think  it  is  a 
good  program.  I  assume  it  is  going  to  stay  in  DoD? 

General  Baldwin.  That  is  the  intent  yes,  sir.  The  reason  I  an- 
swered the  question  the  way  I  did  is  because  up  to  this  point,  the 
Chairman  is  correct,  money  provided  has  been  above  the  Presi- 
dent's Budget.  This  year  is  the  first  time  it  has  been  submitted  in 
the  President's  Budget.  The  figure  right  now  is  $23  million. 

Mr.  MuRTHA.  You  are  upgrading  the  program.  The  complaint  I 
get  about  the  program  is  it  is  a  little  behind  as  far  as  technology 
goes.  The  program  is  being  upgraded? 

General  Baldwin.  The  program  is  being  upgraded  almost  daily. 
The  main  point  I  would  like  to  make  is  that  high  technology  is  not 
the  main  thrust  of  the  CALS  program.  It  is  good  management  and 
getting  what  we  have  to  the  right  people.  That  is  why  the  educa- 
tion aspect  is  so  important. 
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TECHNOLOGY  TRANSFER 


Mr.  Darden.  As  a  follow-up  to  the  Chairman's  observations, 
what  is  the  Department  doing  to  take  advantage  of  technology 
transfer  from  advanced  universities  and  industry  initiatives  in  the 
program? 

General  Baldwin.  There  are  two  avenues  for  that.  One  is  direct- 
ly through  industry,  and  one  is  through  the  CALS  Shared  Resource 
Centers.  In  working  with  the  central  (CSRC)  center,  which  is  in 
Johnstown,  with  the  company  CTC,  we  are  reaping  the  fruits  of 
some  of  our  CALS-type  programs,  the  principal  one  being  JCALS. 
That  program  has  functional  areas,  but  we  need  primarily  to  have 
good  electronic  highways,  an  infrastructure  for  business. 

To  do  that,  we  have  adopted  a  program  called  JCALS  and  the 
main  purpose  is  to  provide  this  infrastructure,  which  includes  secu- 
rity aspects,  communication  link-ups,  and  a  global  directory.  The 
technology  "product"  is  state-of-the-art.  This  information  is  being 
provided  to  the  CSRCS  so  we  can  go  through  the  nonprofit  univer- 
sities and  organizations  to  get  the  information  to  the  mid-  and 
small-size  business  that  need  it. 

The  reason  my  office  was  established  is  that  there  needs  to  be  a 
bridge  with  industry,  other  elements  of  government  to  include 
international  elements.  There  is  no  way  that  we  in  Department  of 
Defense  can  sit  in  isolation,  particularly  with  the  obvious  need  for 
dual-use  technology,  building  up  our  infrastructure  within  the  DoD 
or  operating  alone. 

My  office  has  responsibilities  within  The  Office  of  the  Secretary 
of  Defense  (OSD)  to  bridge  with  industry,  and  we  do  that  through 
several  industry  working  groups.  The  principal  ones  an  industry 
working  groups  which  includes  a  number  of  professional  organiza- 
tions. We  sit  down  with  members  of  government  and  industry  who 
have  specific  needs.  We  have  considerable  influence  because,  even 
with  our  decreasing  budget,  we  do  have  major  programs  to  put  dol- 
lars. You  can't  work  standards,  or  those  kinds  of  requirements  in 
isolation.  We  have  to  work  against  a  real  program. 

The  second  way  is  working  through  industry  groups  and  large 
international  interests.  There  is  also  a  growing  bond  between  us 
and  the  Department  of  Commerce,  also  an  CALS  efforts. 

Mr.  Darden.  Does  Georgia  Tech  Research  Institute  qualify  as 
one  of  the  nonprofit  universities  you  are  talking  about? 

General  Baldwin.  They  are  not  a  CALS  Shared  Resource  Center 
right  now.  I  have  indications  from  talking  with  people  there,  that 
they  may  make  a  request  to  be  a  CSRC. 

Dr.  Fulton  is  one  of  the  prime  movers  on  our  industry  steering 
groups.  He  is  responsible  for  one  of  our  subsets  on  education  and 
has  been  a  real  contributor.  I  see  a  future  for  Georgia  Tech  in  that 
regard. 

Mr.  Darden.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 

Mr.  MuRTHA.  Mr.  Skeen. 

hardware  procurement 
Mr.  Skeen.  Thank  you,  Mr.  Chairman. 
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In  connection  with  consolidations  between  various  agencies  and 
Departments,  how  much  of  your  hardware  equipment,  or  the  hard- 
ware particularly,  is  either  leased  or  owned  by  that  particular 
agency? 

What  I  am  getting  at:  is  there  a  difference  in  the  way  they 
handle  the  hardware  and  the  way  it  has  been  handled  within  the 
various  branches  or  agencies? 

Ms.  Kendall.  Over  the  past  years  we  have  transitioned  to  major- 
ity ownership  of  our  hardware  throughout  the  DoD  and  gotten 
away  from  very  much  leasing  of  equipment  for  cost-effective  rea- 
sons. 

I  would  ask,  though,  if  General  Short  might  have  anything  to 
add.  He,  as  Director  of  DISA,  has  responsibilities  for  that  equip- 
ment. 

Mr.  Skeen.  At  one  time  it  was  a  policy  left  to  the  branch  or 
agency  as  to  whether  or  not  they  would  lease  or  buy  equipment. 
We  had  a  little  controversy  in  Congress  about  persuading  various 
entities  about  what  they  should  be  doing.  How  are  we  going  to  con- 
solidate, if  you  have  those  various  types  of  management  through- 
out the  system? 

Ms.  Kendall.  That  is  correct.  Years  ago  we  eliminated  a  lot  of 
our  leased  equipment  because  it  was  not  as  cost  effective  as  if  we 
purchased  it.  We  continue  to  work  in  that  direction  in  terms  of 
owning  most  of  our  equipment.  Those  are  the  equipments  in  place 
that  General  Short's  organization  will  be  dealing  with  in  terms  of 
ADP  consolidation. 

Mr.  Skeen.  Did  it  have  anything  to  do  with  updating  technology? 

General  Short.  Yes,  sir,  without  a  doubt. 

Mr.  Skeen.  Was  there  an  advantage  to  lease,  as  to  purchase  soft- 
ware? 

Ms.  Kendall.  In  terms  of  hardware,  if  we  looked  at  an  individ- 
ual buy,  we  would  determine  whether  it  was  more  cost  effective  to 
purchase  that  equipment  and  own  it  outright  or  whether  it  would 
be  more  cost  effective  to  lease  it. 

In  the  majority  of  cases,  it  is  more  cost  effective  to  buy.  If  it  is 
more  cost  effective  to  lease,  we  would  go  in  that  direction.  Software 
is  a  broader  issue.  Usually  we  are  talking  about  software  develop- 
ment. We  would  either  contract  out  or  develop  software  in-house. 

networking 

Mr.  Skeen.  Am  I  also  correct  in  assuming  that  you  are  going  to 
be  involved  in  a  tremendous  amount  of  networking? 

Ms.  Kendall.  That  is  correct.  DISA  already  had  a  role  prior  to 
this  consolidation  in  terms  of  managing  networks  for  the  DoD. 

Mr.  Skeen.  That  is  one  of  your  basic  objectives-is  your  budget 
aligned  in  that  direction,  for  the  CIM  process  anyway? 

Ms.  Kendall.  Yes,  sir. 

Mr.  Skeen.  You  have  $87  million  in  the  program  in  1992  $63.5 
million  in  1993;  and  $20.2  million  in  1994.  Is  that  correct? 

Ms.  Kendall.  I  am  not  sure  which  line  item  you  refer  to. 

Mr.  Skeen.  That  is  in  the  CIM  program.  I  am  trying  to  get  edu- 
cated here.  I  am  new  on  this  committee. 
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Ms.  Kendall.  There  is  $9.5  billion  of  funding  normally  annually 
in  the  information  technology  budget.  A  large  part  of  those  funds 
are  in  the  individual  Service  budgets.  DISA  has  a  share  of  those 
funds.  There  is  a  very  small  amount  of  funds  that  are  centrally 
managed  by  my  organization.  Those  numbers  don't  sound  totally 
familiar.  You  are  correct;  we  do  have  some  central  funds,  very 
small  in  comparison. 

Mr.  Skeen.  Basically  you  are  reorganizing  along  functional  lines 
rather  than  agency  lines,  that  is  the  objective? 

Ms.  Kendall.  Yes,  sir,  that  is  an  accurate  statement. 

Mr.  Skeen.  Thank  you  very  much.  Sorry  we  got  you  up  here, 
General,  and  didn't  let  you  talk. 

Thank  you,  Mr.  Chairman. 

DMRD  PLANS 

Mr.  Livingston.  Mr.  Chairman,  Ms.  Kendall,  I  would  appreciate 
it  if  you  would  provide  the  Committee  in  the  next  couple  of  days 
copies  of  the  actual  DMRD  918  resource  and  implementation  plans, 
which  I  believe  were  signed  out  by  Defense  on  January  14th. 

[Clerk's  Notes. — Copies  of  the  DMRD  918  resource  and  imple- 
mentation plans  were  provided  by  DoD  to  the  Committee.] 

I  stress,  Mr.  Chairman,  that  I  am  concerned  that  in  addition  to 
reservations  I  have  expressed  before-am  I  right  General  and  Ms. 
Kendall  that  this  entire  DMRD  918  has  been  conceived  just  in  the 
last  six  months? 

Ms.  Kendall.  A  lot  of  the  background  research  was  started  prob- 
ably a  year  ago,  but  the  real  nitty-gritty  work  was  done  probably 
over  the  last  six  months. 

reserve  component  automation  system  (rcas) 

Mr.  Murtha.  Is  RCAS  fully  funded? 

Ms.  Kendall.  Yes,  as  it  has  been  for  several  years.  We  have  not 
made  any  adjustments  to  that  program. 

Mr.  Murtha.  Does  that  mean  it  is  fully  funded? 

Ms.  Kendall.  The  program  as  we  have  it  laid  out  is  funded.  Gen- 
eral Kind  can  speak  to  specifics.  We  do  recognize  that  because  the 
contract  as  awarded  was  an  A-109,  our  funding  stream  addressed 
RCAS  as  we  estimated  the  required  funding  would  be.  Once  award 
was  made,  we  were  dependent  upon  the  contractor's  proposal  and 
how  they  would  implement  the  program.  Given  their  implementa- 
tion scheme,  our  preference  would  be  to  shift  some  of  those  dollars 
forward  to  assist  in  the  deployment  of  the  system.  Do  you  have 
anjrthing  to  add.  General? 

General  Kind.  The  program  is  fully  funded.  The  dollars  that 
were  set  up  based  on  the  program  manager's  estimates  have  been 
held  constant  in  the  budget  through  the  years.  The  Army  is  giving 
the  Program  Manager  full  assistance  in  accomplishing  his  objec- 
tives under  the  program. 

Mr.  Murtha.  The  RCAS  program  is  significantly  further  along 
than  the  Sustaining  Base  Information  Services  (SBIS)  program. 
Why  can't  the  SBIS  requirements  be  satisfied  by  the  RCAS  system? 

General  Kind.  Actually,  they  are  two  different  programs  de- 
signed for  different  kinds  of  functionality,  and  so  the  functionality 
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from  one  doesn't  transfer  to  the  other.  RCAS  was  designed  to  sup- 
port the  units  at  their  home  stations  and  mobilization  stations  and 
reporting  hierarchically  through  the  Reserve  Components'  chain. 

It  deals  with  things  associated  with  day-to-day  running  of  the 
unit  and  its  administration.  The  Sustaining  Base  Information  Serv- 
ices program  is  a  different  kind  of  a  thing.  They  are  functionally 
organized,  largely  stovepipe,  that  is,  they  deal  within  a  certain 
functional  area.  They  carry  from  the  front  to  the  back  depending 
on  their  nature.  Some  even  extend  into  the  tactical  arena.  They 
are  hierarchical.  They  deal  with  processing  of  a  specific  commodity 
or  area,  so  they  are  two  different  things  really,  which  means  that 
they  aren't  directly  substitutable  for  each  other. 

We  do  coordinate  between  program  managers  to  make  sure  that 
in  those  cases  where  there  is  an  incident  of  functionality  that  we 
are  treating  them  the  same  way. 

Ms.  Kendall.  I  think  it  is  worthwhile  to  add  that  under  the 
RCAS  contract,  the  contractor  is  required  to  place  any  software  de- 
veloped into  our  software  reuse  libraries.  To  the  extent  those  mod- 
ules are  available,  as  the  SBIS  comes  along  in  development,  they 
would  take  advantage  of  any  modules  that  they  can. 

General  Kind.  And  the  standard  data  management  structure  as 
well,  so  that  we  are  all  using  the  same  language.  RCAS  is  a  leader 
in  the  development  of  the  standard  data  elements. 

Mr.  MuRTHA.  So  we  are  not  going  to  get  down  the  road  and  con- 
solidate these  two  programs,  because  they  have  different  functions 
with  different  hardware  and  there  is  no  way  to  consolidate  these 
two  programs? 

Ms.  Kendall.  That  is  correct.  You  have  a  contractual  constraint. 
You  have  a  contract  awarded  for  RCAS.  To  extend  it  to  include 
other  functionalities  would  require  recompetition. 

Mr.  MuRTHA.  Wait  a  minute.  If  that  is  a  problem,  would  it  save 
money  to  do  that  or  it  can't  be  done?  I  got  the  impression  it  just 
didn't  fit. 

General  Kind.  It  doesn't  fit. 

Mr.  MuRTHA.  Thank  you  very  much,  Ms.  Kendall,  General  Short, 
General  Baldwin  and  General  Kind.  We  have  some  questions  to  be 
answered  for  the  record. 

The  Committee  will  adjourn  until  1:30  p.m. 

[Clerk's  note. — Questions  submitted  by  Mr.  Dicks  and  the  an- 
swers thereto  follow:] 

NAVAL  FACILITIES  COMPUTER  AIDED  DESIGN  PROCUREMENT  PROGRAM 

Question.  How  much  has  the  NAVFAC  CAD  procurement  pro- 
gram cost  the  Navy  to  date? 

How  much  will  it  now  cost  to  do  this  again? 

The  Navy  has  spent  seven  years  trying  to  procure  a  facilities 
computer  aided  design  system  for  naval  facilities.  How  much 
longer  will  this  take? 

Answer.  The  NAVFAC  CAD  procurement  program  has  cost  ap- 
proximately $5  million  to  date. 

The  cost  of  actions  required  as  a  result  of  the  General  Services 
Board  of  Contract  Appeals  decision  is  estimated  to  be  as  much  as 
$2  million. 
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Award  is  now  planned  for  late  1993,  but  this  may  be  impacted  by 
a  recently  filed  protest. 

Question.  The  competition  indicates  that  their  bid  was  approxi- 
mately $100  million  less  than  Intergraph,  yet  the  Navy  refuses  to 
acknowledge  the  difference  between  the  bids.  How  can  the  Navy 
justify  the  difference? 

Answer.  Since  this  involves  an  ongoing  procurement,  it  is  inap- 
propriate for  the  Navy  to  comment  on  the  price  differences  re- 
ceived in  the  offerors'  proposals  which  formed  the  basis  for  the 
award  overturned  by  the  General  Services  Board  of  Contract  Ap- 
peals. For  the  ultimate  contract  award,  the  Navy  will  justify  any 
price  differences  as  part  of  the  best-value  determination. 

Question.  I  have  real  concerns  over  what  qualitative  and  quanti- 
tative criteria  was  used  in  the  first  competition,  and  how  it  will  be 
measured  in  the  recompete. 

Has  the  Navy  finally  determined  how  it  will  measure  the  produc- 
tivity of  each  offer  in  the  recompete? 

Since  the  live  fire  test  demonstration  is  critical  in  the  recompete, 
how  will  the  productivity  of  each  offer  be  competitively  measured? 

Answer.  Productivity,  as  such,  is  not  a  specific  factor  in  the  eval- 
uation. The  two  factors  evaluated  are  technical  merit  and  price. 
Three  of  the  subfactors  evaluated  as  part  of  technical  merit  are 
considered  productivity  enhancement  subfactors,  and  offerors  are 
advised  in  the  Request  for  Proposal  (RFP)  how  these  subfactors  will 
be  evaluated.  Pertinent  sections  of  Section  M  from  the  RFP  follow: 
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Ml.   PROCUREMBMT  OBJECTIVE 

Ml.l.   The  procurement  objective  of  the  Government  in  this 
solicitation  is  to  acquire  integrated  CAO  systems  that  will 
increase  facilities  engineering  and  management  productivity, 
reduce  cost  through  life  cycle  facilities  management,  and  reduce 
errors  through  improved  information  management.   Integrated  CAD 
systems  encompass  the  functions  of  Computer-Aided  Design  and 
Drafting  (CADD) ,  Computer-Aided  Engineering  (CAE) ,  Geographic 
Information  Systems  (GIS) ,  and  Computer-Aided  Facilities 
Management  (CAFM) . 

Ml. 2.   The  CAD  2  workstations  obtained  through  this  solicitation 
will  be  used  throughout  the  Government  to  operate  and  maintain 
its  facilities  and  physical  plant  resources  (including  land, 
buildings,  utilities  systems  and  supporting  infrastructure) .   The 
workstations  will  also  be  used  throughout  the  Government  in  their 
more  traditional  functions  of  engineering,  design,  planning  and 
cartographic  map  production.  The  first  type  of  usage  is  commonly 
referred  to  as  facilities  management,  while  the  second  usage  is 
referred  to  as  facilities  production. 

Ml. 3.  The  Government  expects  some  of  the  users  of  the  CAO  2 
systems  to  be  highly  skilled  and  proficient  in  the  use  of  CAO 
systems.   The  majority  of  these  will  be  the  "facilities 
production  users."  Others  in  the  user  population  will  be  grass 
roots,  base  level  engineering  and  maintenance  technicians  at  the 
local  activities.  These  "facilities  management  users"  will 
generally  be  less  intensive  users  of  the  systems.  A  demographic 
model  explaining  the  statistical  characteristics  of  the  user 
population  for  the  NAVFAC  CAO  2  procurement  is  provided  in 
Attachment  3  of  this  solicitation. 

Ml. 4.  Accordingly,  because  of  the  vide,  diverse  nature  of  the 
user  population,  the  integrated  CAO  2  systems  must  be  "user 
friendly,"  easy  to  learn  and  remember,  and  must  provide 
simplified  information  for  the  facilities  management  user  as  well 
as  provide  the  powerful  tools  required  by  the  production  user. 
This  solicitation  has  been  structured  to  assess  the  technical 
merit  of  those  features  that  are  important  for  both  its 
envisioned  applications  and  the  diversity  of  the  user  population. 

Ml. 5.  Tha  Govemaent  anticipates  value  will  accrue  from  the 
reduction  of  errors  and  the  use  and  reuse  of  the  information 
contained  in  the  outputs  of  these  systems.  These  include,  among 
other  cost  b«nefita,  better  utilization  of  existing  assets, 
thereby  avoiding  new  construction  costs;  eliminating  overdesign, 
thereby  reducing  construction,  operating  and  maintenance  costs; 
maximizing  information  use  and  reuse  to  reduce  costs  associated 
with  planning,  design,  construction,  oparationa  and  maintenance; 
and  reducing  environmental  damage  costs  and  feea. 
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Ml. 6.   The  Government  anticipates  the  total  benefits  from 
integrated  CAD  systems  will  exceed  the  cost  of  the  systems  being 
procured.   Differences  in  the  technical  solution  of  Offeror's 
proposals  during  the  life  of  the  systems  may  have  a  substantial 
impact  on  productivity,  facilities  cost  benefits,  or  both. 

Ml. 7.   Since  the  Government  expects  benefits  from  the  use  of 
these  systems  during  the  entire  facilities  life  cycle  of 
planning,  design,  construction,  maintenance  and  operation,  the 
analysis  of  the  value  of  the  technical  differences  in  the  offers 
may  consider  the  demographics  (Attachment  3)  of  the  user 
population  for  both  the  facilities  production  and  facilities 
management  users. 

M2.   SOURCB  SELECTION  PROCESS 

M2.1.   The  Government  will  conduct  a  best  value  source  selection 
to  provide  the  requirements  stated  in  this  RFP. 

M2.2.  The  Government  will  evaluate  Offeror's  proposals  as 
follows: 

a)  Review  Executive  Susunaries. 

b)  Conduct  Live  Test  Demons trat ions  (LTDs) .   See 
Attachnent  2. 

c)  Evaluate  Technical  Proposals. 

d)  Complete  necessary  discussions. 

tt)   Request  Best  and  Final  Offers  (BAFOs) . 

f)  Validate  and  evaluate  BAFOs. 

g)  Oeteroine  the  strengths,  wea]cnesses  and  risks 
associated  with  each  proposal. 

h)   Develop  a  comparative  analysia  of  the  findings  of  the 
technical  and  price  evaluations  in  terms  of  technical 
and  management  approaches,  including  features, 
capabilities  and  other  elements. 

1)   Perform  a  cost/ technical  tradeoff  analysis. 

M2.3.  The  SSA  will  determine  which  Offeror  provides  the  best 
value  to  the  Government,  price  and  other  factors  considered,  and 
will  authorize  award  to  that  Offeror,  provided  the  Offeror  is 
found  to  be  responsible. 
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M3.   AWARD  CRITERIA 

Award  will  ba  made  to  that  responsible  and  technically 
acceptable  Offeror  whose  proposal  provides  the  best  value  to  the 
Government.   The  Government  will  determine,  based  on  an 
evaluation  of  proposals,  the  comparative  strengths,  weaknesses 
and  risks  associated  with  the  proposals  to  provide  a  basis  for 
the  cost/technical  trade-off  analysis.   Point  scores  will  only  be 
used  as  a  guide  in  the  source  selection  process  for  this 
procurement.   Award  will  be  determined  by  comparing  the  value  of 
the  technical  differences  between  proposals  with  the  difference 
in  the  overall  cost  of  the  proposals,  price  and  other  factors 
considered. 

M4.   OTHER  AWARD  C0H8IDERATI0N8 

M4.1.  A  progress  payments  clause  is  not  included  in  this 
solicitation,  and  will  not  be  added  to  the  resulting  contract  at 
the  time  of  award.  Offers  conditioned  upon  inclusion  of  a 
progress  payments  clause  in  the  resulting  contract  will  be 
unacceptable. 

M4.2.  Offerors  are  advised  that  only  Purchase  Funds  are  budgeted 
for  this  acquisition.  Award  is  contemplated  on  a  purchase  basis. 
No  other  plans  are  solicited. 

MS.   PROPOSAL  EVALOATIOll 

M5.1.  Evaluation  Factors 

N5.1.1.  The  following  two  factors  that  will  be  used  to  evaluate 
an  Offerors 's  proposal  are  listed  in  descending  order  of 
importance : 

a.  Technical  Merit 

b.  Price 

MS.  1.2.  The  Govemaent  Is  concerned  with  obtaining  superior 
technical  merit.  The  Government  is  prepared  to  make  an  award  to 
other  than  th«  lowest  price  Offeror  if  the  value  of  the  higher 
priced  offer  juatifi^s  the  higher  price.  The  importance  of  price 
will  increase  as  competing  technical  proposals  approach  equality. 
The  degres  of  importance  of  the  above  factors  is  established  by 
the  cost/technical  trade-off  which  compares  differences  in  the 
value  of  offers  with  their  differences  in  price. 

MS. 1.3.  The  technical  merit  of  Offerors *s  proposals  will  be 
evaluated  and  mathematical  scores  will  be  assigned  to  the 
technical  merit  subf actor  level.  These  technical  merit 
subfactors  and  the  maximum  scores  assigned  to  these  subfactors 
are: 
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MAXIMUM 

CALCULATED 

SCORES 

FROM 

255 

LTD 

255 

LTD 

255 

LTD 

255 

Written 

Proposals 

255 

Written 

Proposals 

a.  Man— machine  Interaction 

b.  Graphics/Text  Manipulation 

c.  Data  Exchange  &  Integrity 

d.  Other  Technical  Features 

e.  Management  and  Support  Plans 


1275 

The  equal  numeric  scores  of  the  technical  merit  subfactors  are  to 
encourage  Offerors  to  propose  balanced,  well-integrated 
solutions. 

The  first  three  technical  merit  subfactors  above  (a.,  b.  and  c.) 
are  hereafter  referred  to  as  productivity  enhancement  subfactors. 

M5.1.4.   Price  will  not  be  assigned  a  mathematical  score. 

M5.2.   Productivity  Enhancement  Subfactors 

M5.2.1.  The  productivity  enhancement  subfactors  of  the 
Offerors 's  proposals  will  be  evaluated  by  Government  observers 
during  the  LTOs.   They  are  as  follows: 

MS. 2. 1.1.  Man-4(achine  Interaction  Subf actor 

This  subfactor  relates  to  how  well  the  user  interacts 
with  the  hardware  and  software  and  considers  the 
accuracy  and  completeness  of  the  graphic  and  numeric 
results  obtained  during  the  Live  Test  Demonstration. 
The  score  for  this  subfactor  is  derived  from  the 
Productivity  Enhancement  Grades  described  in  MS. 2. 3, 
the  Accuracy  and  Completeness  Grades  described  in 
MS. 2. 4,  an<[  the  Conversion  Multiplier  illustrated  in 
Figure  M-l.  Also  see  Attachment  2. 

MS. 2. 1.2.  Graphica/Text  Manipulation  Subfactor 

This  subfactor  relates  to  hov  simple  or  complex  it  is 
for  the  user  to  create  and  manipulate  models,  drawings 
and  other  graphics  and  text  and  considers  the  accuracy 
and  completeness  of  the  graphic  and  numeric  results 
obtained  during  the  Live  Test  Demonstration.  The  score 
for  this  subfactor  is  derived  from  the  Productivity 
Enhancement  Grades  described  in  MS. 2. 3,  the  Accuracy 
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and  Completeness  Grades  described  in  MS. 2. 4,  and  the 
Conversion  Multiplier  illustrated  in  Figure  M-1.   Also 
see  Attachment  2 . 

M5.2.1.3.   Data  Exchange  &  Integrity  Subf actor 

This  subfactor  relates  to  integration,  the  simplicity 
or  complexity  of  user  interaction  for  data  movement 
between  functions,  and  the  integrity  of  the  transferred 
data  considers  the  accuracy  and  completeness  of  the 
graphic  and  numeric  results  obtained  during  the  Live 
Test  Demonstration.   The  score  for  this  subfactor  is 
derived  from  the  Productivity  Enhancement  Grades 
described  in  MS. 2. 3,  the  Accuracy  and  Completeness 
Grades  described  in  MS. 2. 4  and  the  Conversion 
Multiplier  illustrated  in  Figure  M-1.   Also  see 
Attachment  2. 

MS. 2. 2.  Productivity  enhancement  features  are  evaluated  at  each 
workstation  during  the  LTD  as  described  below.  The  LTD  consists 
of  two  tests:   a  Production  Test  and  a  Technical  Features  Test. 

M5.2.2.1.   Production  Test 

a)  The  Production  Test  is  designed  to  evaluate  how  well 
the  offered  systems  will  perform  in  a  typical 
Govemaent  facilities  engineering  production  and 
managenent  environment. 

b)  The  Production  Test  will  focus  on  regional 
(installation)  planning  and  building  design  functions. 
It  consists  of  creating  3-D  digital  models  and 
completing  preliminary  design  drawings,  calculations 
and  maps  for  a  typical  Government  facility. 

c)  There  are  six  disciplines  in  the  Production  Teat: 
Architecture;  Civil,  Electrical,  Mechanical  and 
Structviral  Engineering;  and  Regional  Planning.  More 
than  one  workstation  may  be  utilized  for  a  discipline. 

MS. 2. 2. 2.  Technical  Features  Test 

a)  Tha  Technical  Features  Test  is  designed  to  evaluate  how 
well  the  specific  functions  and  technical  featurss  of 
the  offered  systems  perform  in  the  facilities 
engineering  production  and  management  environment. 

b)  The  Technical  Features  Test  is  a  series  of  indepandent 
test  problems  that  represent  typical  problems  found  in 
comnon  architectural,  engineering  and  cartographic 
practices. 
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c)   The  Technical  Features  Test  problens  identified  in 
Table  AT2-6  with  an  asterisk  are  for  validation 
ptirposes  only.  These  test  problems  will  not  be  graded 
or  scored. 

M5 . 2 . 3 .   Productivity  Enhancement  Grades 

MS. 2. 3.1.   During  the  Production  Test,  a  productivity  enhancement 
grade  will  be  determined  for  each  workstation  during  a  test 
period  for  each  productivity  enhancement  subf actor.  The 
multipoint  grades  are: 

0  Unsatisfactory 

1  Satisfactory 

2  Good 

3  Excellent 

A  simple  average  of  the  productivity  enhancement  grades  for  each 
subf actor  will  be  calculated  for  each  discipline. 

M5.2.3.2.   A  Production  Test  Summary  Productivity  Enhancement 
Grade  for  each  subf actor  will  be  calculated  as  follows.   The 
productivity  enhancement  grades  for  each  discipline  will  be  added 
and  the  sum  divided  by  six  (6.0).   The  maximum  Production  Test 
Suanary  Productivity  Enhancement  Grade  attainable  is  3.0. 

MS. 2. 3. 3.  During  the  Technical  Features  Test,  a  test  problem 
productivity  enhancement  grade  will  be  determined  for  each 
productivity  enhancement  subf actor.  When  a  test  problem  spans 
test  periods,  the  test  problem  productivity  enhancement  grade 
will  be  a  simple  average  of  all  of  the  grades  for  each  s\ibf actor. 
The  multipoint  grades  are: 

0  Unsatisfactory 

1  Satisfactory 

2  Good 

3  Excellent 

MS. 2. 3. 4.  A  Technical  Features  Test  Summary  Productivity 
Enhancement  Grade  will  be  calculated  for  each  of  the  productivity 
enhancement  subf actors  as  follows.  The  productivity  enhancement 
grades  for  each  test  problem  will  be  added  and  the  sum  divided  by 
the  number  of  probleais.  The  maximum  Technical  Features  Test 
Summary  Productivity  Enhancement  Grade  attainable  is  3.0. 

MS. 2. 4.  Accuracy  and  Completeness  Grades 

MS. 2. 4.1.  Accuracy  and  Completeness  of  the  graphic  and  numeric 
results  produced  during  the  LTDs  will  be  graded  using  a  grade  of 
zero  (0)  for  Incorrect  and  one  (i)  for  correct  for  each  result. 

MS. 2. 4. 2.  For  the  Production  Test,  drawing  content,  drawing 
content  coordination,  and  computation  coordination  will  be 
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graded.   Drawing  content  (DC)  will  be  evaluated  by  verifying  the 
items  required  to  be  recorded  on  a  drawing,  map  or  computation 
report.   Drawing  content  coordination  (DCC)  will  be  evaluated  by 
verifying  that  the  like  items  required  to  appear  on  more  than  one 
drawing  or  map  in  the  production  test  appear  correctly. 
Computation  coordination  (CC)  will  be  evaluated  by  verifying  that 
the  appropriate  computation  initial  values  and  results  are 
correctly  and  consistently  included  on  the  reports,  drawings  or 
maps. 

MS. 2. 4. 3.   A  Production  Test  Summary  Accuracy  and  Completeness 
Grade  will  be  calculated  by  dividing  the  number  of  correct 
results  (sum  of  DC,  DCC  and  CC)  achieved  by  the  total  results 
possible  for  the  entire  production  test.   The  maximum  Production 
Test  Summary  Accuracy  and  completeness  Grade  attainable  is  l.O. 

MS. 2. 4. 4.   For  the  Technical  Features  Test,  graphic  displays  or 
plots  and/or  numeric  results  will  be  verified  for  accuracy  and 
completeness . 

M5.2.4.S.   A  Technical  Features  Test  Summary  Accuracy  and 
Completeness  Grade  will  be  calculated  by  dividing  the  number  of 
correct  results  achieved  for  each  test  problem  by  the  total 
accuracy  and  completeness  results  possible  for  each  test  problem 
and  then  taJclng  a  simple  average  of  all  the  test  problems.  The 
maximum  Technical  Features  Test  Summary  Accuracy  and  Completeness 
Grade  attainable  is  1.0. 

MS. 2. 5.  Composite  Productivity  Enhancement  Subf actor  Grades 

MS. 2. 5.1.  The  full  benefits  of  the  productivity  enhancement 
features  of  an  integrated  CAD  system  can  only  be  realized  if  the 
graphic  and  numeric  results  are  accurate  and  complete.  A  high 
grade  for  productivity  enhancement,  therefore,  is  of  diminished 
value  if  the  accuracy  and  completion  grade  is  low. 

MS.2.S.2.  To  properly  reflect  this  relationship,  the  Summary 
Productivity  Enhancement  Grade  of  both  the  Production  Test  and 
the  Technical  Features  Test  will  be  multiplied  by  the 
corresponding  Production  Test  or  Technical  Features  Test  Summary 
Accuracy  and  Completeness  Grade  to  arrive  at  a  Composite 
Productivity  Enhancement  Grade.  When  the  two  (2)  grades  are 
multiplied,  they  become  mutually  dependent  and  any  Inadequacy  in 
either  will  decrease  the  Importance  of  the  other.  The  maximum 
Composite  Productivity  Enhancement  Grade  attainable  Is  3.0. 

MS. 2. 6.  Productivity  Enhancement  Subf actor  Scores 

MS. 2. 6.1.  The  productivity  enhancement  scores  for  the  Production 
Test  and  Technical  Features  Test  are  calculated  for  each 
subfactor  by  multiplying  the  respective  Composite  Productivity 
Enhancement  Grade  by  its  Conversion  Multiplier.   The  score  for 
each  of  the  Productivity  Enhancement  Subfactors  is  the  sum  of 
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their  respactive  Production  Test  and  Technical  Features  Test 
productivity  enhancement  scores. 

MS. 2. 6. 2.   This  is  illustrated  in  Figure  M-1  for  the  Man-Machine 
Interaction  subf actor.   The  maximum  grades  and  scores  are  shown 
along  with  a  set  of  sample  grades  and  scores.   The  same 
calculations  and  conversion  multipliers  are  used  for  computing 
the  Graphics/Text  Manipulation  and  Data  Exchange  &  Integrity 
Subf actor  Scores. 


Figure  M-i 


MAXIMUM    1 

SAMPLE         1 

GRADE 

SCORE 

GRADE 

SCORE 

Summary  Productivity  Enhancement 
Grade                         11 

3.0 

2.5 

Summary  Accuracy  t   Correctness 
Grade                         2 

1.0 

o.a 

Composite  Productivity  Enhancement 
Grade                        2 

3.0 

2.0 

Conversion  Multiplier          t 

50.0 

50.0 

PRODUCTIOM  TEST  PRODUCTIVITY 
ENHANCEMENT  SCORE 

150.0 

100.0 

^■^H 

Grade                        2 

3.0 

2.8 

Grade                        2 

1.0 

1.0 

Composits  Productivity  Enhancement 
Grade                        2 

3.0 

2.8 

Conversion  Multiplier          2 

35.0 

35.0 

TECHNICAL  FEATURES  TEST 
PRODUCTIVITY  ENHANCEMENT  SCORE 

105.0 

98.0 
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2,  The  Suaunary  Productivity  Enhancement  Grade  for  the 
Production  Test  and  for  the  Technical  Features  Test  is  an 
indicator  of  the  productivity  enhancement  capability  of  an 
offer  without  consideration  of  the  accuracy  and  completeness. 


2     The  Summary  Accuracy  and  Completeness  Grade  for  the 
Production  Test  and  for  the  Technical  Features  Test  is  an 
indicator  of  the  capability  of  an  offeror's  technical 
solution  to  produce  error-free  results. 


2  The  Composite  Productivity  Enhancement  Grade  for  the 
Production  Test  and  for  the  Technical  Features  Test  is  an 
indicator  of  the  mutual  dependence  of  the  Productivity 
Enhancement  Grade  and  Accuracy  and  Completeness  Grade. 


'*       The  Conversion  Multiplier  is  used  to  convert  the 
respective  Composite  Productivity  Enhancement  Grade  to  the 
Technical  Features  Test  Productivity  Enhancement  Score  and  to 
the  Production  Test  Productivity  Enhancement  Score. 


M5.2.6.3.   The  maximum  Production  Test  Productivity  Enhancement 
Score  is  greater  than  the  maximum  Technical  Features  Test 
Productivity  Enhancement  score.  The  assignment  of  the  greater 
score  to  the  Production  Test  reflects  the  value  associated  vith 
the  reuse  of  information  across  the  disciplines  in  the  integrated 
CAD  system  environment.   Because  the  Technical  Features  Test  is 
limited  to  testing  specific  technical  features,  it  receives  a 
lesser  score. 

MS. 2. 7.   LTD  Retesting 

MS. 2. 7.1.  Productivity  enhancement  retesting  will  be  permitted 
during  the  LTD.   Because  of  the  iterative  nature  of  the  design 
process,  all  previous  productivity  enhancement  grades  will  be 
retained  in  the  calculation  for  the  discipline  or  test  problems 
as  described  in  MS. 2. 3.1.  and  MS. 2. 3. 3.  Retesting  of 
productivity  enhancement  will  require  the  resubmission  of 
corresponding  responses  (e.g.  drawings)  that  occurred  during  the 
applicable  period.  The  retest  accuracy  and  completeness  grades 
will  replaem  the  previous  grades  for  accuracy  and  completeness. 

MS. 2. 7. 2.  Accuracy  and  completeness  retesting  will  require  the 
resubmission  of  the  appropriate  response  (e.g.  drawing)  in  its 
entirety.  All  accuracy  and  completeness  grades  on  the  retest 
response  will  replace  the  applicable  accuracy  and  completeness 
grade.  At  the  Government's  option,  productivity  enhancement 
features  may  be  evaluated  during  the  retest  and,  if  evaluated, 
will  be  included  with  any  previous  productivity  enhancement 
grades  as  explained  in  MS. 2. 7.1. 
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MS. 3.   Other  Technical  Features  Subf actor 

M5.3.1.   The  compliance  of  an  Offeror's  proposal  with  the  Other 
Technical  Features  listed  in  Section  C  of  the  rfp  will  be 
validated  through  the  Technical  Proposal  Evaluation  Sheets 
(TPES) .   LTD  results  will  also  be  used  to  validate  and 
substantiate  specification  compliance  and  will  take  precedence 
over  referenced  technical  literature. 

MS. 3. 2.   The  Other  Technical  Features  (OTFs)  listed  in  Section  C 
will  be  graded  using  a  grade  of  zero  (0)  for  not  proposed  or  non- 
compliant  and  one  (1)  for  compliant. 

MS. 3. 3.   The  technical  merit  score  of  the  Other  Technical 
Features  subfactor  is  calculated  by  dividing  the  sum  of  all  of 
the  OTF  grades  earned  by  the  maximum  number  of  OTFs  in  the  TPES. 
This  percentage  is  multiplied  by  the  Other  Technical  Features 
subfactor  score  of  255. 

MS. 3. 4.   The  Minimum  Mandatory  Requirements  (MMRs)  will  be 
validated  during  the  technical  proposal  evaluation,  but  no  grades 
will  be  assigned.  Although  no  grades  will  be  assigned  for 
exceeding  an  MMR  or  exceeding  the  requirements  of  an  OTF, 
differences  in  the  technical  approach  to  the  requirements  may  be 
considered  in  the  cost/technical  tradeoff. 

MS. 4.  Management  and  Support  Plans  Subfactor 

MS. 4.1.   In  order  to  assess  an  Offeror's  ability  to  support  the 
procurement  requirements  over  an  extended  contract  life,  the 
Government  will  evaluate  the  management  and  support  plans  of  the 
Offeror's  proposal. 

MS. 4. 2.  The  specific  requirements  of  each  of  the  twelve 
management  and  support  plans  described  in  Section  LIS. 4. 4.  will 
be  graded  using  a  grade  of  zero  (0)  for  not  offered  or  non- 
compliant  or  one  (1)  for  compliant,  or  a  multipoint  grade  with 
the  number  of  points  based  on  how  well  the  offered  solution  meets 
the  criteria.  The  multipoint  grades  are: 

0  Unsatisfactory  or  not  offered 

1  Meets  the  criteria 

2  Exceeds  the  criteria 

3  Outstanding 

MS. 4. 3.  The  overall  grade  for  each  of  the  management  and  support 
plans  will  be  calculated  by  dividing  the  sum  of  the  grades 
achieved  for  the  plan  by  the  total  of  the  possible  grades  for  the 
plan.  The  overall  grade  will  be  less  than  or  equal  to  one  (1.0). 
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M5.4.4.   The  technical  merit  score  for  the  Management  and  Support 
Plan  subfactor  is  calculated  by  dividing  the  sum  of  the  overall 
management  and  support  plans  grades  by  the  number  of  plans  and 
multiplying  that  percentage  of  total  grades  by  the  maximum 
Management  and  Support  Plan  subfactor  score  of  255. 

MS. 5.   Price  Factor 

M5.5.1.   Total  Contract  Life  Price  Validation  and  Evaluation 

M5.5.1.1.   Price  validation  and  evaluation  will  be  conducted 
using  the  10%  Present  Value  (PV)  discount  rates  shown  in  Exhibit 
M  for  the  144  month  estimated  contract  life. 

M5.5.1.2.   The  evaluation  schedules,  quantities  and  timeframes 
shown  in  Attachment  11  are  for  evaluation  purposes  only  to 
determine  the  toal  evaluated  contract  life  price  for  each  Offeror 
as  prescribed  in  Attachment  9.   The  Government  is  not  obligated 
to  order  in  the  time  frames,  schedules  and  quantities  shown  in 
Attachment  11. 

M5.5.1.3.   A  price  analysis  will  be  perfomed  to  ensure  price 
reasonableness  of  the  total  contract  and  individual  line  items. 
If  the  Government  determines  adequate  price  coapetition  has  not 
been  achieved,  additional  data  may  be  requested.   Data  such  as 
cost  breaJcdo%ma  or  subcontractor  priclnq  data  nay  be  required  to 
determine  the  cost  realism  of  competing  offerors  and/or  to 
evaluate  competing  approaches  for  this  acquisition.  This 
information  may  be  requested  by  the  Government  and  should  be 
provided  by  the  prime  offeror. 

N5.S.2.   Pricing  Rules 

The  following  rules  are  established  with  the  intention  of 
preventing  offers  from  being  submitted  where  prices  or  credits 
are  used  individually  or  in  combination  which  could  result  in 
unrealistic  prices  while  actual  invoicing  during  contract 
performance  would  be  significantly  different  than  proposed 
prices.  The  rules  are  also  established  to  ensure  that  the 
post-award  aanagenent  of  the  contract  is  practical  and  free  from 
unnecessarily  cuatoersome  pricing  procedures.  These  rules  are  in 
addition  to  those  retirements  discussed  in  the  provision  M9, 
"Evaluation  of  Options  -  FIPS  Resources".  Each  year's  pricing 
plan  must  contain  fixed,  detemlnable,  and  discrete  prices  in 
conformance  with  the  rules  published  belov.  Failure  to  conforB 
with  these  rules  may  lead  to  rejection  of  the  offer. 

MS. 5. 2.1.  Within  a  fiscal  year,  the  unit  price  of  any  Itea  for 
which  there  Is  a  specific  charge  cannot  Increase  or  decrease  as 
the  quantity  of  supply  or  level  of  service  delivered  Increases  or 
decreases. 
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Question.  It  is  my  understanding  that  a  new  amendment  to  the 
RFP  has  been  issued. 

What  weight  does  the  cost  factor  have  in  the  amended  RFP? 

Has  it  been  eliminated  as  a  scored  factor? 

Answer.  An  RFP  amendment  was  issued  in  April  1993. 

The  importance  of  price  in  making  an  award  will  increase  as 
competing  technical  proposals  approach  equality.  The  degree  of  im- 
portance of  the  technical  merit  and  price  factors  is  established  by 
the  cost/technical  trade-off  which  compares  differences  in  the 
value  of  offers  with  their  difference  in  price. 

Price  was  never  a  scored  factor,  but  it  will  be  considered  in  the 
evaluation  as  explained  above. 

[Clerk's  note. — End  of  questions  submitted  by  Mr.  Dicks.  Ques- 
tions submitted  by  Mr.  Dixon  and  the  answers  thereto  follow:] 

cams/  REMIS-TICARRS 

Question.  I  understand  that  Air  Force's  core  automated  mainte- 
nance system/ reliability  and  maintainability  information  system 
(CAMS/REMIS)  supports  a  wide  range  of  needs  at  the  retail  and 
wholesale  logistics  levels,  including  weapons  system  management, 
training  and  the  requisitioning  of  aircraft  parts  to  name  a  few.  Is 
there  any  other  system  currently  capable  of  carrying  out  all  of 
these  needs? 

Answer.  You  mentioned  several  very  important  CAMS/REMIS 
capabilities.  CAMS/REMIS  also  supports,  in  the  same  way  as  air- 
craft, AF  Communications-Electronics  equipment,  ground  power 
equipment,  missiles,  and  our  trainers/simulators.  While  several 
other  systems  are  currently  in  use,  they  were  designed  to  support 
specific  weapon  systems  (i.e.  F-16)  and  do  not  contain  the  wide 
range  of  functionalities  as  have  been  designed  into  CAMS/REMIS. 
These  unique,  weapon  system  support  systems  are  to  be  replaced 
by  the  AF  standard  system  CAMS/REMIS  as  soon  as  all  functiona- 
lity is  in  place  and  the  communication  links  are  activated.  There  is 
no  other  system  currently  capable  of  satisfying  our  requirements. 

Question.  Has  the  Air  Force  compared  the  operations  and  main- 
tenance costs  associated  with  CAMS/REMIS  with  those  of  other 
ADP  systems?  If  so,  what  are  the  results  of  that  comparison? 

Answer.  Yes,  we  are  continually  reviewing  our  course  and  direc- 
tion so  as  to  stay  in  touch  with  new  technologies  and  capabilities. 
Several  detailed  reviews  of  costs  associated  with  CAMS/REMIS  as 
compared  to  other  ADP  systems  have  been  accomplished.  These  re- 
views validated  the  AF  objective  of  standardizing  maintenance 
data  collection  and  reinforced  the  economies  of  scale  that  will  be 
realized  by  utilizing  one  system  vice  several.  Senior  AF  leadership 
supports  continued  operation  of  CAMS/REMIS. 

Question.  Are  you  pleased  with  progress  that  has  been  made  on 
the  CAMS/REMIS  program  and  do  you  believe  that  the  Air  Force 
has  spent  its  money  wisely  in  developing  CAMS/REMIS? 

Answer.  Yes.  Although  the  program  had  a  shaky  beginning  be- 
cause of  funding  shortfalls  and  the  unavailability  of  the  Defense 
Data  Network,  these  problems  are  behind  us  now  and  the  CAMS/ 
REMIS  team  is  performing  very  well.  CAMS/REMIS  is  an  enor- 
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mous  effort  impacting  every  facet  of  Air  Force  maintenance  oper- 
ations. 

[Clerk's  note. — End  of  questions  submitted  by  Mr.  Dixon.  Ques- 
tions submitted  for  the  record  and  the  answers  thereto  follow:] 

CORPORATE  INFORMATION  MANAGEMENT  POLICY 

Question.What  is  the  status  of  the  CIM  initiative?  What  has  been 
the  biggest  impact  of  the  CIM  initiative?  Why  does  the  GAO  and 
DoD  inspector  General  continue  to  issue  critical  reports  that  identi- 
fy major  deficiencies  with  the  implementation  of  CIM? 

Answer.  CIM  is  progressing  well  and  has  the  support  of  this  ad- 
ministration. CIM  policies,  principles,  methods  and  procedures 
have  been  woven  into  the  formal  policy  bases  of  Directives,  Instruc- 
tions and  other  issuances  that  govern  the  management  of  informa- 
tion throughout  the  Department.  Senior  functional  managers  are 
implementing  process  improvement  to  streamline  and  simplify 
functional  processes;  eliminate  unnecessary  redundancy;  and  inte- 
grate processes  within  and  between  functions.  A  centrally  managed 
DoD-wide  communications  and  computing  infrastructure;  data  and 
reusable  software  repositories;  technical  architectures,  standards, 
and  tools;  and  information  technology  services  are  being  provided 
to  support  functional  managers  information  systems  requirements. 

The  biggest  impact  of  CIM  has  been  the  transfer  of  authority  and 
responsibility  for  functional  process  improvement  to  the  Senior 
functional  managers  of  the  Office  of  the  Secretary  of  Defense  and 
the  Joint  Chiefs  of  Staff.  Emphasis  is  on  simplification  and  stream- 
lining of  DoD  operations  and  the  development  of  common,  integrat- 
ed management  processes  throughout  the  Department,  integrated 
across  functional  boundaries.  Changes  to  processes  or  supporting 
information  systems  must  be  based  on  sound  business  principles 
and  justified  by  appropriate  economic  analyses  to  include  total 
costs  and  investment  benefits  of  all  activities  in  the  functional 
area,  including  the  associated  information  systems. 

The  GAO  and  DoD  Inspector  General  data  collections  and  analy- 
ses were  performed  during  the  planning  and  early  development 
stages  of  CIM.  Corrective  actions  have  been  taken  in  response  to 
problems  listed  in  the  reports.  Since  that  time,  CIM  policies  have 
been  promulgated  in  the  DoD  policy  base.  More  detailed  guidance 
on  functional  process  improvement,  functional  economic  analysis, 
and  information  technology  architectures  and  standards  have  been 
released.  Both  the  GAO  and  DoD  Inspector  General  have  been  sup- 
portive of  DoD  CIM  concepts  and  principles,  but  disagreement  has 
occurred  on  the  best  approach  to  execution. 

Question.  Does  the  CIM  initiative  fit  into  the  new  management 
philosophy  of  the  Department  of  Defense?  Why?  When  will  the  De- 
partment complete  specific  Directives,  manuals,  and  Instructions 
that  will  clearly  delineate  the  role  of  CIM  in  DoD? 

Answer.  Yes.  The  Deputy  Secretary  of  Defense  in  a  May  7,  1993, 
memorandum  to  the  OSD  Principal  Staff  Assistants  and  the  De- 
fense Components  stated  "We  re  fully  committed  to  the  improve- 
ments, efficiencies  and  productivity  that  are  the  essence  of  CIM 
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The  CIM  initiative  is  essentially  a  structured  approach  to  man- 
agement streamlining  and  integration.  It  follows  the  precepts  of 
"reinventing  government"  that  are  being  implemented  through  the 
Vice  President's  Task  Force  as  well  as  those  best  business  practices 
being  implemented  in  the  private  sector.  CIM  provides  the  over- 
arching, enterprise  level  view  of  the  functions,  processes,  organiza- 
tions, and  interrelationships  of  the  Department.  It  provides  struc- 
tured support  to  high-level  managers  and  gives  them  the  tools 
needed  to  "reinvent  government"  within  the  Department  of  De- 
fense. 

DoD  Directives  5137.1,  "Assistant  Secretary  of  Defense  for  Com- 
mand, Control,  Communications,  and  Intelligence  (ASD(C3I),"  Feb- 
ruary 12,  1992,  established  the  ASD(C3I)  as  the  Principle  Staff  As- 
sistant for  IM  tasked  with  implementing  the  Defense  IM  Program, 
CIM,  and  the  principles  CIM  throughout  the  Department.  The  cap- 
stone DoD  Information  Management  Directive  8000.1,  "The  De- 
fense Information  Management  (IM)  Program,"  which  was  signed 
October  27,  1992,  set  forth  policies,  principles,  authorities,  roles  and 
responsibilities  for  Corporate  Information  Management. 

Question.  The  Committee  is  interested  in  the  process  for  the  se- 
lection of  CIM  migrations  systems.  Who  selected  and  approved  the 
Defense  Business  Management  System  (DBMS)  as  the  migration 
system  to  support  the  Defense  Business  Operating  Fund  (DBOF)? 
How  were  technical  issues  considered  in  the  decision-making  proc- 
ess? Do  you  consider  technical  issues  to  be  important  in  the  deci- 
sion-making process? 

Answer.  The  selection  of  the  Defense  Business  Management 
System  (DBMS)  as  the  migratory  system  was  made  by  the  Acting 
Comptroller,  without  formal  coordination  of  all  members  of  the  Fi- 
nancial Management  Steering  Committee.  Technical  issues  are  an 
important  part  of  the  decision  process.  DBMS  requires  most  facets 
of  accounting  and  finance  to  be  both  functionally  and  technically 
integrated,  with  standardization  of  business  processes  and  data  a 
requisite.  From  a  technical  perspective,  the  only  clear  issues  are 
those  of  integration  with  other  business  systems.  Such  a  goal  re- 
quires identification  of  the  DoD  open  systems  platform.  DBMS  is 
currently  on  the  prescribed  migration  path,  and  is  following  the 
Office  of  Technical  Integration,  technical  reference  model. 

Question.  Describe  the  oversight  role  of  the  Department's 
MAISRC  (Major  Automated  Information  System  Review  Council) 
for  CIM  systems. 

Answer.  The  prevailing  philosophy  of  the  Office  of  the  Secretary 
of  Defense  MAISRC  is  to  focus  oversight  attention  on  high  value, 
high  risk  systems.  If  the  cost  of  a  CIM  system  exceeds  the  major 
automated  information  system  (AIS)  threshold,  or  is  of  particularly 
high  risk,  the  CIM  system  will  be  subject  to  OSD  MAISRC  review. 

To  date,  the  OSD  MAISRC  is  conducting  oversight  of  several 
CIM  systems.  Most  notable  among  these  are  the  Composite  Health 
Care  System,  the  Depot  Maintenance  Management  Information 
System,  the  Requirements  Data  Bank  system,  the  Distribution 
Standard  System,  the  Joint  Engineering  Drawing  Management  In- 
formation Control  systems,  the  Joint  Computer-Aided  Acquisition 
and  Logistics  System,  and  the  Defense  medical  Logistics  Support 
systems.  Additionally,  the  OSD  MAISRC  is  reviewing  cost  and  risk 
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information  pertinent  to  several  other  CIM  systems  to  determine 
the  degree  of  OSD  MAISRC  involvement. 

Question.  How  much  of  the  $36  billion  of  FY92-97  savings  (not 
budget  reductions)  have  actually  been  achieved  to  date?  Are  the  es- 
timates of  these  savings  still  valid? 

Answer.  CIM  is  a  program  to  identify  and  standardize  Corporate 
Information  Systems  while  providing  tools  and  assistance  to  insti- 
tute business  process  improvement  throughout  the  Department.  It 
is  a  method  for  enabling  many  efficiencies  identified  in  Defense 
Management  Report  Decisions.  The  April  1992  estimated  total  of 
budget  reductions  due  to  Defense  Management  Report  Decisions 
for  FY  1991  to  1997  was  $71  billion.  Of  these,  about  one-half  used 
improved  information  management  in  some  way  to  reduce  their 
budget  requests. 

Only  the  Defense  Management  Report  Decision  pertaining  to 
standard  Corporate  Information  Systems  relied  solely  on  CIM  for 
its  budget  reductions.  The  remainder  of  the  reductions  should  not 
be  viewed  as  direct  CIM  reductions.  CIM  will  enable  functional 
business  process  improvement  in  these  areas,  but  it  is  ultimately 
the  responsibility  of  senior  functional  managers  to  directly  address 
the  management  of  efficiencies  to  be  achieved  in  these  areas. 

Information  technology  reductions  from  standard  Corporate  In- 
formation Systems  are  still  valid  with  $436.8  million  of  reductions 
projected  for  fiscal  year  1994.  From  FY  1991  through  FY  1993, 
$1,228.9  million  of  reductions  have  accrued. 

CORPORATE  INFORMATION  MANAGEMENT  TRANSFER  ACCOUNT 

Question.  Unlike  previous  years,  the  Appropriations  Conferees 
agreed  with  the  House  position  not  to  establish  a  CIM  Transfer  Ac- 
count for  fiscal  year  1993.  Describe  the  impact  of  not  having  this 
Transfer  Account. 

Answer.  The  lack  of  the  Transfer  Account  has  been  immensely 
helpful  in  several  ways:  Direct  appropriations  to  the  Components 
made  funding  available  at  the  start  of  the  fiscal  year.  This  greatly 
alleviated  the  disruption  to  programs  caused  by  processing  funding 
through  the  Transfer  Account  in  previous  years.  Delays  now  are 
limited  to  some  areas  in  the  process  of  being  centralized,  which  are 
experiencing  delays  due  to  the  internal  DoD  decision-making  proc- 
ess: and  DoD  leadership  focused  greater  attention  on  CIM  function- 
al activities.  Previously,  when  DoD  held  and  distributed  the  sys- 
tems money  through  the  Transfer  Account,  the  Department's  CIM 
workload  was  skewed  towards  examining  automated  information 
systems'  role  in  CIM.  Without  the  Transfer  Account,  attention  was 
focused  on  the  functional  communities  that  CIM  supports. 

Question.  Even  with  no  CIM  Transfer  Account,  the  Committee 
understands  that  funding  for  CIM  systems  is  often  slow  to  go  to  the 
Services  and  Defense  Agencies.  What  is  the  problem?  What  is  DoD 
doing  to  fix  it? 

Answer.  The  funding  in  question  for  CIM  systems  involves  only 
development  and/or  modernization  funds.  The  FY  1993  funds  to  op- 
erate the  existing  systems  (computer  operations)  and  to  perform 
emergency  "fixes"  were  given  directly  to  the  Military  Services  and 
defense  agencies  by  the  Comptroller. 
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Under  CIM,  all  development/modernization  funds  for  both  the 
existing  (legacy)  and  migration  (Corporate  Information)  systems 
were  provided  to  the  senior  functional  manager  to  administer.  This 
process  is  intended  to  ensure  that  changes  to  processes  and  sup- 
porting information  systems  are  based  on  the  selection  of  the  CIM 
migration  system  and  not  for  the  continuation  of  systems  to  be 
phased  out  as  part  of  the  CIM  program.  Any  funds  provided  to  the 
Military  Services/Defense  Agencies  for  the  modification  of  a  legacy 
system  is  based  upon  a  "quick  payback"  or  the  need  to  meet  a 
change  in  law  or  policy. 

For  example,  the  funding  for  development/ modernization  of  Ma- 
teriel Management  and  Depot  Maintenance  systems  was  provided 
to  the  Joint  Logistics  Systems  Center  (JLSC).  The  first  priority  of 
the  JLSC  is  to  fund  the  integration  of  the  selected  Corporate  Infor- 
mation Systems  for  Materiel  Management  and  Depot  Maintenance. 
Very  little  funding  was  provided  for  continuation  of  the  existing 
systems.  Any  delays  in  funding  reaching  the  Military  Services  or 
Defense  Agencies  were  caused  by  the  need  to  identify  the  migra- 
tion systems  and  complete  the  coordination  of  the  selected  systems 
with  the  Senior  functional  manager  and  the  acting  DoD  Comptrol- 
ler. This  action  was  completed  in  late  January  of  this  year. 

This  approach  may  take  more  time  up  front  to  make  funding  de- 
cision, but  these  decisions  will  have  a  stronger  foundation  in  sup- 
porting functional  requirements.  In  addition  to  supporting  im- 
proved business  practices,  this  method  of  funding  will  assure  the 
senior  functional  manager  has  sufficient  funding  to  develop  the 
Corporate  Information  System  and,  at  the  same  time,  be  able  to  re- 
strict the  development /modernization  of  system  to  be  replaced  by 
the  Corporate  Information  System. 

The  "problem"  should  be  corrected  now  and  will  not  be  repeated 
in  FY  1994  since  the  majority  of  the  migration  systems  have  been 
selected.  The  process  for  funding  systems  in  FY  1994  and  beyond  is 
expected  to  remain  the  same. 

CORPORATE  INFORMATION  MANAGEMENT  APPLICATIONS 

Question.  How  has  CIM  been  applied  to  Command  and  Control 
and  Intelligence?  What  is  the  total  scope  of  CIM? 

Answer.  CIM  has  been  applied  to  Command  and  Control  and  In- 
telligence in  the  same  manner  it  has  been  applied  in  the  business 
functional  areas.  The  CIM  initiative  provides  a  functional  process 
improvement  methodology  and  philosophy,  as  well  as  information 
technology  and  data  modeling  standards  applicable  to  each  and 
every  business  area  throughout  the  Department.  As  such,  the  CIM 
initiative  provides  the  tools  to  integrate  and  ensure  interoperabil- 
ity among  the  Service's  Command,  Control,  Communications  and 
Intelligence  (C3I)  initiatives. 

In  addition  to  the  obvious  cost  and  benefit  savings,  the  applica- 
tion of  CIM  principles  will  provide  a  common  picture  of  the  battle- 
field and  allow  the  Joint  Task  Force  Commander  greater  control 
and  flexibility  of  the  fighting  force.  The  changing  world  environ- 
ment and  threat  have  increased  the  Department's  reliance  on  the 
use  of  integrated,  joint  or  combined  forces.  The  downsizing  of  our 
military  forces  and  the  shrinking  of  the  defense  budget  means  we 
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must  find  ways  to  do  things  smarter  and  eliminate  those  things 
which  not  only  don't  add  value  to  the  accomplishment  of  the  mis- 
sion but  also  may  negatively  impact  that  ability.  Because  of  this,  it 
is  even  more  critical  for  the  C3I  community  to  participate  in  func- 
tional process  improvement  and  adhere  to  the  precepts  of  the  CIM 
initiative. 

To  date  we  have  C3I  process  improvement  activities  underway  at 
our  Unified  and  Specified  Commands,  the  Joint  Staff  and  Services. 
We  have  active  programs  in  Command  and  Control  data  adminis- 
tration to  ensure  consistency  of  data  across  the  Department.  Exten- 
sive process  improvement  work  has  been  done  in  the  security  clear- 
ance investigation  functional  area  and  to  spectrum  management. 

CIM  principles  apply  to  all  DoD  information  systems,  including 
C3I.  The  only  exception  is  information  systems  which  are  organic 
to  and  embedded  in  a  weapons  system. 

Question.  What  has  DoD  done  to  make  CIM  a  part  of  its  overall 
management  policy? 

Answer.  DoD  Directive  5137.1  established  the  Assistant  Secretary 
of  Defense  for  Command,  Control,  Communications  and  Intelli- 
gence (ASD(C3I))  as  the  Principal  Staff  Assistant  for  Information 
Management  (IM)  and  the  Senior  DoD  IM  Official  pursuant  to  Sec- 
tion 3506(b)  of  44  U.S.C.  It  tasked  ASD(C3I)  with  implementing  the 
Defense  IM  program,  the  Defense  corporate  IM  initiative,  and  the 
principles  of  corporate  IM  throughout  the  Department  of  Defense. 

The  Defense  IM  Program  has  been  implemented  through  the 
new  8000  series  Information  Management  Directives  and  Instruc- 
tions. DoD  Directive  8000.1,  "The  Defense  Information  Manage- 
ment (IM)  Program,"  is  the  capstone  IM  policy  document  and  sets 
forth  IM  policies,  principles,  and  responsibilities.  CIM  guidance  and 
the  principles  of  corporate  IM  have  been  integrated  with  the  Infor- 
mation Resource  Management  Directives  and  Instructions  and  in- 
corporated into  the  Defense  IM  Program  to  manage  the  full  life- 
cycle  of  all  data  and  information. 

[Clerk's  Note. — The  Department  provided  the  following  fact 
sheet  on  Defense  Corporate  Information  Management:] 
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Defense  Corporate  Infonnatlon  Management 
Key  Information  Mar«g*'wi*^«t  Policies 


•  DoD  Directive  5137. 1.  "Assistant  Secretary  of  Defense  for  Command. 
Control.  Commiinlcations.  and  Intelligence  fASDfCai])."  February  12.  1992. 
Established  the  ASD(C3I)  as  the  Principal  Staff  Assistant  for  Information 
Management  (IM)  and  the  Senior  DoD  IM  Official  pursuant  to  Section 
3506(b)  of  44  U.S.C.  Tlie  Directive  tasks  the  ASD(C3I)  with  Implementing 
the  Defense  IM  program,  the  Defense  corporate  IM  initiative,  and  the 
principles  of  corporate  IM  throughout  the  Department  of  Defense. 

•  DoD  Directive  8000.1.  "The  Defense  Information  Management  (IM)  Program." 
October  27.  1992  is  the  capstone  IM  Directive.  This  integrated  existing  DoD 
IRM  activities  with  those  of  the  CIM  initiative  into  a  DoD  IM  Program  and 
provides  a  new  IM  fi-amework  for  the  life-cycle  meuiagement  of  DoD 
information.  Policies  of  note  Include  the  principles  that  data  and  informa- 
tion are  DoD  corporate  assets  whose  creation  and  availability  shall  be 
determined  by  functional  mission  requirements:  the  OSD  Principal  Staff 
Assistants  and  the  Chairman  of  the  Joint  Chiefs  of  Staff  have  the  authority 
and  responsibility  to  stresunline  and  simplify  the  functional  processes  of  the 
Department;  and  changes  to  functioned  processes  and  information  shall  be 
based  on  sound  business  principles  supported  by  DoD  approved  analyses. 

•  DoD  Instruction  8020. 1.  "Functional  Process  Improvement."  is  completing 
formal  coordination  and  being  prepared  for  ASD(C3I)  signature.  Tliis 
Instruclon  defines  the  overall  functional  management  and  improvement 
process  that  the  OSD  Principal  Staff  Assistants,  the  Chairman  of  the  Joint 
Chiefs  of  Staff  and  the  Components  are  responsible  for  executing  to  conduct 
functional  process  improvement. 

•  DoD  8020. 1-M.  "Functional  Process  Improvement."  was  issued  by  OSD(C3I) 
memorandum  "Interim  Management  Guidance  on  Functional  Process 
Improvement"  on  August  5.  1992.  and  updated  by  OSD(C3I)  memorandum 
on  January  15.  1993.  TTils  manual  defines  the  iterative  process  by  which 
OSD  Principed  Staff  Assistants,  the  Chairman  of  the  Joint  Chiefs  of  Staff, 
and  Components  contlnuousfy  evaluate  and  improve  their  functional 
processes,  data  requirements  and  supporting  Information  systems.  It 
describes  a  structured  methodology  for  development  and  implementation  of 
streamlined  and  standardized  alternatives  to  current  processes,  data  and 
systems. 

•  DoD  Directive  8120.1.  "Life  Cycle  Management  of  Automated  Information 
Systems  (AISs)."  January  14.  1993,  replaced  DoDD  7920.1,  and  establishes 
the  processes  for  administering  an  AIS  during  its  life-cycle  with  special 
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emphasis  on  earfy  decisions  that  shape  costs  and  utility.  It  integrates 
Life-Cycle  Management  of  AISs  into  the  Defense  IM  Program. 

DoD  Instruction  8120.2  "Automated  Information  Systems  (AISs)  Life-Cycle 
Management  Review  and  Approval  Milestone  Procedures."  January  14.  1993 
replaced  DoDD  7920.2.  This  Instruction  and  its  accompanying  manual  lay 
out  policies  and  procedures  for  the  MAISRC  process  and  state  that  DoD 
shall  use  LCM  review  and  milestone  approval  procedures  to  ensure  that  all 
AIS  expenditure-related  decisions  are  based  on  the  total  anticipated  benefits 
that  will  be  derived  over  the  life  of  the  AIS. 

DoD  Directive  8320.1.  "Data  Administration."  September  26.  1991. 
establishes  policies  and  assigns  responsibilities  for  DoD  Data  Administra- 
tion to  plan,  manage  and  regulate  data  within  the  Depsirtment.  The 
program  ensures  data  within  the  Department  is  consistent  in  format  and 
definition  in  order  to  eliminate  costfy  duplication  of  efforts  and  provide 
accurate  and  consistent  information  to  decision  makers. 

DoD  8320.1-M-l.  "Data  Element  Standardization  Procedures."  January  15. 
1993  replaced  DoDI  500. 12.  and  provides  detailed  procedures  for  creating 
DoD  standard  data  elements.    It  facilitates  the  creation  of  clear  concise, 
consistent,  unambiguous,  and  easily  accessible  data  DoD-wlde  to  meet  data 
sharing  and  interoperability  requirements  throughout  the  Department. 
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Question.  A  program  such  as  CIM  involves  having  Defense  work- 
ers learn  new  ways  of  doing  business  and  updated  technical  skills. 
What  is  the  Department  doing  to  ensure  that  the  proper  human  re- 
sources education  and  skills  will  be  available  when  required  for  the 
CIM  initiative? 

Answer.  The  Department  is  extremely  aware  of  the  need  to  train 
its  personnel  in  new  ways  of  doing  business,  and  a  number  of  ef- 
forts are  underway.  In  the  financial  area,  for  instance,  the  Comp- 
troller has  done  a  top-to-bottom  review  to  determine  what  knowl- 
edge is  required  by  DoD  financial  personnel,  and  is  restructuring 
all  DoD  financial  training  courses  to  teach  new  skills.  Aided  by 
congressional  legislation,  the  Office  of  the  Under  Secretary  of  De- 
fense for  Acquisition  has  identified  the  skills  and  knowledge  re- 
quired by  acquisition  personnel  and  has  developed  a  consortium  of 
educational  activities  to  provide  necessary  training. 

To  facilitate  the  implementation  of  the  CIM  initiative  in  general, 
the  Department  has  focused  on  training  senior  and  line  managers 
throughout  DoD  to  provide  an  understanding  of  CIM  concepts, 
principles  and  methods  and  how  to  apply  them.  Training  is  cur- 
rently being  provided  to  these  managers  in  the  functional  areas 
embodied  in  the  Department-wide  Corporate  Information  Manage- 
ment initiative.  CIM  training  can  also  be  acquired  by  DoD  employ- 
ees at  all  levels  through  courses  available  at  various  DoD  training 
institutions  which  have  included  CIM  as  part  of  their  curriculum. 

In  addition,  an  Executive  Task  Force  convened  in  August  1992  to 
assess  the  DoD  Information  Management  and  Telecommunications 
(IM&T)  work  force  education,  training  and  career  development  re- 
quirements, in  light  of  the  CIM  initiative  and  the  changing  DoD 
environment.  The  value  and  importance  of  education,  recruitment 
and  retention  of  qualified  personnel  was  recognized  as  a  critical 
factor  in  implementing  CIM. 

In  March  1993,  a  draft  strategic  plan  for  the  Department's  IM&T 
Education  and  Training  Program  was  developed  to  lay  out  the 
framework  and  the  Department's  goals.  Plans  are  to  implement  a 
comprehensive  education  and  work  force  management  (recruitment 
and  retention)  program  that  will  include  the  CIM  concepts  and 
principles  as  a  new  way  of  doing  business,  in  addition  to  ensuring 
that  proper  education  in  the  technical  areas  (e.g.,  computer  science) 
is  defined  and  provided. 

The  implementation  of  a  comprehensive  IM&T  education  and 
work  force  management  program,  in  addition  to  other  initiatives 
such  as  those  mentioned  above,  will  provide  not  only  the  required 
education,  but  also  a  work  force  management  structure  with  the 
necessary  skills  to  meet  the  dynamic  requirements  of  the  Depart- 
ment. 

Question.  How  has  the  formation  of  the  Joint  Logistics  Systems 
Center  helped  in  implementing  CIM  in  the  area  of  logistics? 

Answer.  The  establishment  of  the  Joint  Logistics  Systems  Center 
(JLSC)  marked  a  significant  milestone  toward  implementation  of 
Corporate  Information  Management  principles  and  concepts  within 
DoD  logistics.  The  JLSC  has  assumed  the  central  role  in  DoD  logis- 
tics by  facilitating  DoD  Component  identification  of  corporate  busi- 
ness process  improvements  and  the  appropriate  application  of  auto- 
mated information  systems  and  related  technologies  to  maximize 
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operational  effectiveness.  While  the  JLSC  organization  has  existed 
for  little  more  than  a  year,  it  has  already  rolled  up  a  significant 
number  of  accomplishments.  First  and  foremost,  it  has  been  suc- 
cessfully staffed  with  logistics  functional  experts  from  all  the  Mili- 
tary Services  and  the  Defense  Logistics  Agency  thereby  ensuring 
that  critical  Service/Agency  mission  requirements  are  addressed. 
Based  on  the  JLSC  analysis  of  the  candidate  legacy  systems,  the 
core  migration  systems  have  been  selected.  The  "as  is"  business 
process  modeling  is  nearing  completion  and  modeling  of  the  "to  be" 
processes  has  begun,  and  data  modeling  and  mapping  are  in  proc- 
ess. The  logistics  CIM  guidance  documents,  the  Logistics  Function- 
al Objective  and  the  Logistics  Business  Strategic  Plan  have  been 
published,  the  Logistics  CIM  Migration,  Program  Management  and 
Configuration  Management  Plans  are  nearing  completion.  The 
JLSC  is  working  toward  standing  up  an  initial  operating  site  (lOS) 
standard  system  capability  in  January  1995  with  a  rapid  deploy- 
ment to  other  sites  and  added  functionality  during  the  balance  of 
1995.  Toward  this  end,  the  JLSC  has  been  tasking  the  Defense  In- 
formation System  Agency  with  statements  of  work  to  accomplish 
the  technical  aspects  of  the  program.  In  summary,  the  formation  of 
the  JLSC  has  enabled  DoD  logistics  to  establish  a  focused  effort 
with  a  clear  target  and  an  organized  step  by  step  process  to  reach 
the  logistics  CIM  objectives. 

Question.  What  is  the  Defense  Information  Systems  Agency's 
role  in  the  CIM  process?  Are  the  Services  supportive  of  DISA  and 
its  newly  acquired  role? 

Answer.  The  Defense  Information  Systems  Agency  was  chartered 
by  DoD  Directive  5105.19  and  performs  many  functions  in  support 
of  the  DDI  and  the  Corporate  Information  Management  initiative. 
DISA  supports  the  CIM  initiative  by  providing  technical  and  ad- 
ministrative support  as  directed  by  the  ASD(C3I). 

The  CIM  Implementation  Plan,  approved  by  the  Deputy  Secre- 
tary of  Defense  in  January  1991,  directed  that  the  Center  for  Infor- 
mation Management  be  established  to  provide  technical  support  to 
the  DDI  (OASD(C3I))  in  the  implementation  of  the  CIM  initiative. 
The  Center's  activities  are  directed  by  the  DDI  who  establishes  the 
overall  CIM  policy. 

The  Center  provides  the  necessary  methods,  tools,  and  proce- 
dures to  implement  the  CIM  program  DoD-wide.  The  tools  and 
methods  the  Center  provides  cover  the  entire  information  systems 
life  cycle  including  business  process  improvement,  information  en- 
gineering services,  software  process  improvement,  software  reen- 
gineering,  and  software  reuse  tools.  The  Center  programs  provide 
the  functional  users  with  common,  generic  "building  blocks"  to  im- 
prove information  management  and  develop  more  effective  and  ef- 
ficient information  systems.  The  Center  also  provides  the  technical 
services,  including  training,  required  to  use  the  tools  and  methods 
provided  by  the  Center.  The  Center  manages  six  programs  that 
support  the  CIM  initiative:  Data  Administration,  Information  Engi- 
neering, Software  Engineering,  Software  Reuse,  Infrastructure  Sup- 
port, and  Technical  Integration.  Specific  products  include: 

Standard  methods  and  tools  for  business  case  analysis,  process 
modeling,  data  modeling  and  administration,  software  systems  en- 
gineering, and  open  system  infrastructure  engineering. 
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DoD  architectures  for  information,  software  applications,  and 
technical  infrastructure. 

Standards  for  data,  information  processing  and  information  ex- 
change. 

Common  processes  and  procedures  for  life  cycle  management  of 
information  systems. 

The  Defense  Information  Technology  Service  Organization 
(DITSO)  is  DISA's  organizational  entity  that  provides  information 
technology  services  as  a  utility.  DITSO  provides  information  proc- 
essing, software  development,  and  related  technical  support  on  a 
fee-for-service  basis. 

The  Service  are  adjusting  to  CIM,  which  constitutes  a  significant 
culture  change  and  adjustment  to  new  methods.  Progress  is  being 
made  in  gaining  acceptance  and  support  by  the  Services.  As  CIM 
programs  progressed  and  successes  were  achieved,  the  CIM  pro- 
gram gained  further  acceptance  by  the  Services.  DISA  has  em- 
braced a  consensus  building  approach  which  includes  participation 
in  CIM  activities  by  representatives  of  all  the  Services.  Specific  ex- 
amples of  initiatives  that  included  Service  participation  include  the 
DoD  Data  Administrative  Council,  the  Software  Reuse  Executive 
Steering  Committee,  and  the  Architecture  Methodology  Working 
Group  which  is  the  configuration  control  board  for  the  Technical 
Reference  Model  and  the  Technical  Architecture  Framework  for 
Information  Management. 

DOD  INFORMATION  SYSTEMS  ASSETS  CONTROL 

Question.  What  steps  is  DoD  taking  to  gain  control  over  all  its 
information  systems  assets? 

Answer.  Today  DoD  maintains  a  central  inventory  of  all  ADP 
hardware.  However  software  and  topology  are  not  centrally  moni- 
tored. For  example,  there  are  several  automated  information  sys- 
tems (AIS's)  in  place  which  maintain  data  on  information  technolo- 
gy hardware.  Currently  data  collection  of  business  applications  and 
data  center  executive  software  inventories  is  being  conducted  by 
CIM  and  DITSO.  A  major  Department-wide  business  process  im- 
provement plan  is  currently  underway  to  examine  all  existing  proc- 
esses which  acquire,  maintain,  redistribute,  share,  replace,  and  dis- 
pose of  Information  Technology  assets. 

The  Defense  Information  Systems  Agency  has  undertaken  an 
effort  to  achieve  interoperability  between  the  various  information 
technology  systems,  which  provides  an  overview  of  DoD  informa- 
tion assets  and  the  procurement  systems  at  the  Defense  Informa- 
tion Technology  Procurement  Office  (DITPRO).  This  will  provide 
direct  interface  between  the  procurement  function  and  the  invento- 
ry. The  interaction  resolves  the  accuracy,  completeness  and  timeli- 
ness problem  currently  being  experienced. 

In  the  future,  as  the  Defense  Information  Infrastructure  ad- 
vances in  maturity,  we  expect  the  entire  hardware,  software,  and 
communications  configuration  to  be  monitored  electronically. 

Question.  Will  DISA  track  all  DoD  assets  or  will  the  Services  con- 
tinue this  function? 

Answer.  DISA  will  track  those  assets  DISA  owns  or  provides;  the 
Services  will  continue  to  track  those  assets  which  they  own.  DISA, 
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working  with  the  Services,  is  developing  the  requirement  for 
common,  DoD-wide  configuration  control  tools  and  procedures. 
These  would  be  used  by  both  DISA  and  the  Services.  DISA,  again 
working  with  the  Services,  is  establishing  and  acquiring  common, 
DoD-wide  procurement  vehicles  (contracts,  leases,  basic  ordering 
agreements,  etc.)  for  information  technology  assets.  These,  also, 
would  be  used  by  both  DISA  and  the  Services.  "Tracking  of  assets" 
is  a  service  that  DISA  can  and  will  provide  for  customers  on  a  fee- 
for-service,  or  reimbursable  basis.  Over  time,  it  is  anticipated  that 
DISA  will  track  an  increasing  percentage  of  the  DoD  assets.  Initial 
DISA  emphasis  will  be  on  tracking  assets  in  the  business  mission 
area.  Tracking  of  assets  in  the  C2,  intelligence,  and  tactical  sys- 
tems areas  will  grow  as  the  Services  seek  to  utilize  the  offered 
DISA  support.  Regardless  of  who  actually  does  the  tracking,  the 
intent  is  that  the  systems  and  procedures  will  be  common.  Also, 
even  when  supported  by  DISA,  the  Services  will  retain  visibility 
over  all  their  assets. 

Question.  Are  the  services  still  able  to  acquire  their  own  informa- 
tion systems  assets,  or  will  DISA  perform  this  function  for  every- 
body? 

Answer.  Today,  DISA  acquires  a  very  small  portion  of  total  infor- 
mation technology  assets.  This  is  expected  to  change,  over  time,  as 
DISA,  in  cooperation  with  the  Services,  identifies  common  asset  re- 
quirements and  acquires  common,  DoD-wide  procurement  vehicles 
to  satisfy  them.  Concurrently,  much  of  the  DoD  acquisition  and 
procurement  expertise  will  be  centralized  under  DISA.  This  will 
enable  the  DoD  to  more  effectively  deal  with  an  increasingly  com- 
plex information  technology  marketplace  as  well  as  the  increasing- 
ly more  sophisticated  DoD  information  technology  customer. 
Highly  skilled  centers  of  acquisition  and  procurement  expertise 
can,  in  this  way,  be  better  established  and  managed.  The  combina- 
tion of  common,  DoD-wide  procurement  vehicles  and  skilled  centers 
of  expertise  will  work  together  to  ensure  more  flexible,  responsive, 
and  cost  effective  support  to  the  Services. 

Question.  Will  DISA  oversee  the  interoperability  of  assets 
through  configuration  control?  How  will  this  work? 

Answer.  DISA  is  taking  a  multi-pronged  approach  to  ensuring 
interoperability  across  all  (e.g..  Business,  Command  and  Control 
and  Intelligence)  environments  in  DoD.  First,  DoD  has  issued 
policy  that  implements  the  Technical  Architecture  Framework  for 
Information  Management  (TAFIM).  The  TAFIM  will  provide  guid- 
ance and  control  mechanisms  for  ensuring  architectural  consisten- 
cy across  DoD.  The  TAFIM  will  establish  the  basis  architecture 
rules  by  which  all  future  Information  Systems  assets  will  be  ac- 
quired. Architecture  consistency  will  produce  greater  degrees  of 
interoperability. 

DISA  will  also  provide  common  acquisition  mechanisms  for  DoD. 
These  mechanisms  will  provide  information  systems  assets  that 
comply  with  the  architecture  rules  established  by  the  TAFIM.  By 
providing  common  acquisition  vehicles,  DISA  will  ensure  greater 
configuration  control  than  exists  today. 

Many  systems,  such  as  tactical  and  intelligence,  will  not  be  ac- 
quired by  DISA.  However,  the  Services  and  Agencies  responsible 
for  acquiring  these  assets  have  all  agreed  to  interoperability  test- 
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ing  through  DtSA's  Joint  InteroperabiUty  Test  Center  (JITC).  Serv- 
ice and  Agency  representatives  asked  that  the  TAFIM  be  expanded 
to  address  the  issues  of  interoperability,  conformance  and  perform- 
ance testing.  The  JITC  is  the  interoperabiUty  testing  advisor  to  the 
TAFIM  Program  Office  and  has  been  asked  to  add  testing  mecha- 
nisms to  the  overall  TAFIM  program  JITC  programs  and  program 
plans  already  address  interoperability  testing  at  various  points  of 
the  information  systems  acquisition  life  cycle.  This  includes  inter- 
operability testing  whenever  changes  are  introduced  to  systems 
previously  certified  as  being  interoperable. 

The  DISA  program  of  architecture  consistency,  common  acquisi- 
tion mechanisms  and  interoperability  testing  is  designed  to  meet 
the  goal  of  greater  information  systems  interoperability.  I  will  be 
pleased  to  advise  you  of  how  we  are  progressing  in  each  of  these 
areas  in  future  sessions. 

OVERSIGHT  POLICY 

Question.  Explain  the  revised  oversight  policy  associated  with  the 
Major  Automated  Information  System  Review  Council  (MAISRC). 

Answer.  The  policy  for  oversight  of  the  acquisition,  design,  devel- 
opment, deployment  and  operation  of  automated  information  sys- 
tems (AISs)  within  the  DoD  is  embodied  in  DoD  Directive  8120.1, 
"Life-Cycle  Management  of  Automated  Information  Systems,"  and 
DoD  Instruction  8120.2,  "Automated  Information  System  Life-Cycle 
Management  Process,  Review,  and  Milestone  Approval  Proce- 
dures," both  effective  as  of  January  14,  1993.  These  documents  rep- 
resent a  revision  of  previous  policy  promulgated  in  DoD  7920-series 
directives  and  instructions.  Policy  and  procedures  specified  in  the 
8120  series  documents  are  applicable  to  all  AISs  throughout  the 
DoD,  not  just  those  for  which  the  Office  of  the  Secretary  of  Defense 
(OSD)  MAISRC  conducts  oversight.  For  those  AISs  found  to  be  of 
lower  cost  and/or  lower  risk,  oversight  is  the  responsibility  of  the 
respective  DoD  Component.  The  DoD  component  discharges  the  re- 
sponsibilities outlined  in  the  referenced  documents  through  a  com- 
ponent-unique oversight  process  paralleling  the  OSD  MAISRC  over- 
sight process. 

Major  points  of  interest  captured  in  the  policy  revision  are: 

Recognizes  the  responsibilities  given  the  OSD  Principal  Staff  As- 
sistants consistent  with  DoD  Directive  8000.1,  "Defense  Informa- 
tion Management  Program,"  October  27,  1992; 

Incorporates  the  incremental  and  evolutionary  program  strate- 
gies; 

Allows  and  encourages  the  use  of  prototyping  to  prove  concepts 
and  demonstrate  and  validate  requirements  and  solutions  before 
large  amounts  of  resources  are  expended; 

Establishes  minimum  required  actions/accomplishments  during 
each  phase  of  the  AIS  life-cycle;Emphasizes  the  use  of  standards, 
standard  data,  and  the  development  of  standards  profiles; 

Establishes  interoperability  testing  requirements;  and 

Reaffirms  the  applicability  of  the  policy  to  Corporate  Information 
Management  migration  systems. 

Question  The  Committee  noticed  that  the  Office  of  the  Secretary 
of  Defense  (OSD)  has  increased  its  oversight  role  in  DoD  computer 


433 

acquisitions.  What  is  the  impact  of  this  increase?  What  are  the 
benefits? 

Answer.  MiUtary  Departments  must  submit  agency  procurement 
requests  (APRs)  of  $100  million  and  over  to  the  Office  of  the  Secre- 
tary of  Defense  (OSD)  simultaneously  with  submission  to  the  Gen- 
eral Services  Administration  (GSA).  Other  DoD  Components  must 
submit  all  APRs  to  OSD  for  review  and  approval  prior  to  submit- 
ting APRs  to  GSA.  (Except  six  that  are  permitted  to  go  directly  to 
GSA  for  small  (i.e.,  not  greater  than  $25  million  competitive  or  $1 
million  noncompetitive)  acquisitions.)  All  DoD  Components  must 
submit  management  plans  and  semi-annual  status  reports  to  OSD 
for  all  Federal  Information  Processing  (FIP)  resource  procurements 
of  $100  million  and  over.  They  must  also  submit  implementation 
plans  for  oversight  of  all  delegated  FIP  resource  procurements  (i.e., 
those  within  the  Military  Departments  that  either  are  below  $100 
million  or  are  exempt  under  the  Warner  Amendment). 

Impacts  of  this  oversight  upon  the  DoD  Components  are  mini- 
mum. OSD  oversight  reviews  for  major  procurements  are  conduct- 
ed concurrently  with  the  GSA  agency  procurement  request  review 
and  existing  procurement  documentation  can  be  substituted  for  the 
required  management  plan  and  semi-annual  status  report. 

The  primary  benefits  of  increased  OSD  oversight  of  FIP  resource 
procurements  have  been:  Assurance  that  procurements  are  fully 
competitive  to  the  maximum  extent  possible  and  small  and  disad- 
vantaged businesses  have  access  to  portions  of  the  major  procure- 
ments; Assurance  that  duplicative  and  conflicting  procurements 
are  not  conducted  for  fulfilling  the  same  or  similar  requirements; 
Assurance  that  procurements  are  well-managed  in  both  the  pre- 
award  and  post-award  phases;  Assurance  that  procurements  are  in 
conformance  with  the  CIM  initiative  and  the  DoD  Technical  Archi- 
tecture Framework  for  Information  Management  for  achieving  an 
open  systems  architecture;  Assurance  that  procurements  being 
planned  are  in  conformance  with  Departmental  overall  consolida- 
tion plans;  and  Assurance  that  planned  procurements  are  in  con- 
formance with  MAISRC  directions  for  related  programs. 

Question.  How  does  the  General  Services  Administration  fit  into 
the  increased  oversight  of  acquisitions  by  OSD? 

Answer.  The  General  Services  Administration  (GSA)  is  an  essen- 
tial partner  with  OSD  in  strengthening  oversight  of  both  major 
and  nonmajor  ADP  acquisitions.  GSA  conducts  Information  Re- 
sources Procurement  and  Management  Reviews  of  OSD  and  each 
Military  Department  every  3  years,  which  provides  the  Depart- 
ment good  feedback  on  its  acquisition  oversight  processes.  In  addi- 
tion, my  staff  and  the  Military  Department  acquisition  oversight 
staffs  meet  monthly  with  the  GSA  Delegation  of  Procurement  Au- 
thority (DPA)  staff  to  discuss  information  technology  procurement 
issues  and  upcoming  major  procurements. 

The  Military  Departments  have  authority  to  send  agency  pro- 
curement requests  (APRs)  directly  to  GSA  for  delegations  of  pro- 
curement authority  (DPAs).  The  remaining  DoD  Components  are 
required  to  follow  the  procedures  established  by  OSD  for  obtaining 
DPAs. 

With  input  and  advice  from  GSA,  we  have  developed  an  Informa- 
tion Resources  Management  Assessment  Guide,  which  we  require 
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DoD  Components  to  use  to  evaluate  their  programs  and  to  report 
to  us.  In  addition,  the  DoD  Inspector  General  and  my  office  use  the 
guide  to  conduct  our  own  IRM  reviews  of  the  DoD  Components. 

Question.  Selecting  a  Service  system  as  a  CIM  system  obviously 
expands  the  scope  of  the  system.  What  is  DoD  doing  to  make  sure 
that  the  vendor  who  was  awarded  the  original  contract  doesn't 
have  an  unfair  advantage  in  follow-on  contracting? 

Answer.  The  Acting  ASD  (C3I)  issued  a  policy  letter  on  this  sub- 
ject on  February  4,  1993,  advising  DoD  Components  to  ask  such 
questions  as  the  following  before  selecting  a  migration  system: 

Are  the  new  requirements  within  the  scope  of  existing 
contract(s)? 

Are  existing  systems  available  for  reuse? 

Were  there  problems  with  the  acquisition  for  the  existing  system; 
e.g.,  was  it  competitively  awarded  and  was  it  protested? 

Will  expanding  the  system  lock  the  Department  into  a  proprie- 
tary technology? 

After  selecting  a  migration  system,  OSD  encourages  the  DoD 
Components  to  award  competitive  contracts  for  as  much  of  the  new 
requirements  as  is  practicable,  and  to  keep  non-competitive  re- 
quirements to  minimum  quantities  and  time.  In  addition,  we  will 
not  approve  any  requests  for  noncompetitive  expansions  unless  the 
DoD  Component  submits  firm  plans  for  competitive  acquisition  of 
long-term  requirements. 

My  office  also  works  closely  with  the  DoD  Components  and  GSA 
early  in  the  acquisition  cycle  regarding  the  feasibility  of  obtaining 
a  delegation  of  procurement  authority  to  support  the  chosen  acqui- 
sition strategy. 

Question.  With  CIM  comes  contracting  for  systems  with  wider 
scope  and  greater  dollar  value.  What  is  DoD  doing  to  make  sure 
that  small  businesses  are  able  to  bid  on  these  procurements? 

Answer.  On  all  ADP  acquisitions,  we  first  decide  whether  two  or 
more  small  businesses  can  meet  all  of  our  requirements  by  offering 
fair  market  prices  for  products  of  small  business  firms.  If  so,  we  to- 
tally set  aside  the  acquisition  for  small  business.  If  there  are  no 
small  business  manufacturers  for  some  of  the  products,  we  can  ask 
the  Small  Business  Administration  (SBA)  for  a  waiver  from  that 
requirement.  If  we  are  unable  to  conduct  a  total  small  business  set- 
aside,  we  conduct  a  competitive  procurement. 

We  then  use  a  number  of  strategies  to  promote  small  business 
involvement  in  the  acquisition.  For  example,  we  provide  early  noti- 
fication to  small  businesses  through  Commerce  Business  Daily 
(CBD)  notices,  draft  solicitations,  and  pre-solicitation  conferences. 
We  use  the  feedback  we  receive  to  refine  specific  strategies  for 
small  business  participation.  We  also  allow  as  much  time  as  possi- 
ble for  submission  of  offers  to  encourage  proposals  from  small  busi- 
nesses and  teaming  arrangements. 

We  often  find  small  businesses  can  participate  in  large  acquisi- 
tion programs  in  key  support  roles  by  providing  such  services  as 
program  management  support,  independent  validation  and  verifica- 
tion, and  technical  test  support.  In  some  large  procurements  (for 
example,  for  support  services),  we  make  multiple  awards  or  set 
aside  some  of  the  work  for  small  businesses.  In  the  Joint  Computer- 
Aided  Acquisition  and  Logistics  Support  (JCALS)  procurement  we 
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included  the  extent  of  small  business  participation  as  an  evaluation 
subfactor  in  the  solicitation  document.  The  winning  contractor 
promised  to  set  aside  5%  of  the  subcontract  dollars  for  small  busi- 
nesses. We  also  carefully  review  subcontractor  plans  to  assure  that 
small  businesses  are  being  used  wherever  feasible. 

Through  these  and  other  strategies  we  believe  we  can  ensure 
that  small  businesses  have  an  important  role  in  CIM. 

Question.  How  has  DoD  implemented  congressional  direction  to 
limit  procurements  against  indefinite  delivery/indefinite  quantity 
(ID/IQ)  contracts  based  on  the  budget  exhibits  submitted  to  the 
Congress? 

Answer.  Using  the  FY  1992  and  FY  1993  budget  exhibit  43D  for 
the  contracts  called  out  in  the  FY  1992  congressional  language, 
DoD  established  a  waiver  process  for  expenditures  in  excess  of 
these  amounts.  All  DoD  Components  having  requirements  in  excess 
of  the  Exhibit  43D  amounts  must  submit  to  my  office  a  waiver  re- 
quest identifying  each  requirement  by  type  and  appropriation; 
what  the  requirement  is  to  be  used  for  and  expected  functional  and 
economic  benefits;  certification  that  the  DoD  Component  life-cycle 
management  procedures  have  been  satisfied;  and  certification  that 
the  requirement  is  fully  funded.  Waivers  have  to  be  for  require- 
ments that  are  both  functionally  and  economically  sound,  are  not 
to  be  used  as  a  haven  for  expiring  funds,  and  are  not  to  be  used  to 
circumvent  the  intent  of  the  Competition  in  Contracting  Act.  A 
summary  listing  of  all  waivers  granted  by  contract,  DoD  Compo- 
nent and  type  have  been  provided  in  two  reports  to  Congress.  Addi- 
tionally, the  lead  DoD  Component  for  each  contract  submitted  a 
report  of  actual  usage  to  my  office  at  the  end  of  both  third  and 
fourth  quarter  FY  1992.  Where  averages  were  discovered,  the  lead 
DoD  Component  was  requested  to  issue  a  "stop  order"  to  the  identi- 
fied Component  until  an  approved  waiver  was  received.  This  was 
repeated  for  FY  1993.  The  waiver  process  has  also  resulted  in  en- 
hanced instructions  for  the  preparation  of  budget  exhibits  43D  and 
increased  compliance  by  the  DoD  Components. 

Question.  What  is  the  total  DoD  FY  1994  Information  Technology 
budget  request? 

Answer.  For  fiscal  year  1994,  the  total  of  all  DoD  Components' 
information  technology  budget  requests  (43-series  budget  exhibits) 
is  $9,491  million. 

Question.  Explain  the  change  from  the  FY  1993  information  tech- 
nology request? 

Answer.  The  fiscal  year  1994  estimate  for  information  technology 
resources  decreases  by  $393  million  from  the  fiscal  year  1993  esti- 
mate. Adjusted  for  inflation,  information  technology  resources  de- 
crease 5.8  percent  between  fiscal  years  1993  and  1994.  This  reduc- 
tion reflects  the  decreased  availability  DoD-wide  of  resources  to 
fund  information  technology  initiatives. 

Question.  Is  the  information  technology  request  adequately 
funded? 

Answer.  Yes.  The  information  technology  programs,  as  justified 
in  the  budget  request,  are  balanced  and  executable.  Their  rates  of 
implementation  have  been  adjusted  in  light  of  fiscal  restraints  and 
competing  priorities  within  the  Department. 
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Question.  The  Committee  has  learned  that  the  Department  has 
underfunded  some  critical  programs,  such  as  the  health  care  pro- 
gram. What  effect  would  it  have  on  information  technology  if  its 
requested  funding  were  reduced  to  fund  some  other  more  critical 
shortfalls?  Can  you  give  the  Committee  some  examples? 

Answer.  If  information  technology  funding  were  reduced  to  fund 
what  are  perceived  to  be  more  critical  shortfalls,  the  functional 
area  being  supported  by  that  information  technology  would  bear 
the  brunt  of  the  reduction. 

For  example,  a  reduction  to  information  technology  funding  in 
the  medical  area  might  impact  tracking  of  medical  supplies,  blood, 
and  even  patients.  A  reduction  in  information  technology  in  the  lo- 
gistics area  might  impair  the  reduction  of  excessive  stockpiles, 
which  would  delay  related  Defense  budget  reductions.  A  significant 
part  of  the  DoD  information  technology  budget  pertains  to  com- 
mand and  control  of  military  forces;  precipitous  reduction  of  this 
part  of  the  budget  could  lead  to  battlefield  disaster. 

The  programs  in  the  information  technology  budget  are  support- 
ive of  decisions  made  by  DoD  senior  functional  leadership  on  how 
best  to  carry  out  the  mission  of  their  respective  areas.  In  those 
cases  where  the  DoD  functional  leadership  has  selected  the  use  of 
information  technology,  each  decision  is  based  on  balancing  pro- 
gram priorities  in  light  of  mission  requirements  and  diminishing 
resources.  Reductions  to  the  information  technology  budget  will 
impact  the  operational  capabilities  and  readiness  of  the  DoD. 

SUPERCOMPUTER  PROGRAMS 

Question.  How  do  Defense  supercomputer  programs  fit  into  the 
government-wide  High  Performance  Computing  Plan? 

Answer.  The  DoD  investment  in  the  area  of  high  performance 
computing  consists  of  three  interrelated  initiatives: 

Participation  in  the  Federal  High  Performance  Computing  and 
Communications  Program, 

Defense-specific  (e.g.,  weapon  systems)  High  Performance  Com- 
puting research  and  development  (R&D)  programs,  and 

The  DoD  Performance  Computing  Modernization  Program. 

The  Advance  Research  Projects  Agency  (ARPA)  (formerly 
DARPA)  has  leadership  responsibility  for  the  Federal  High  Per- 
formance Computing  and  Communications  Program  within  the 
DoD.  As  part  of  the  Federal  High  Performance  Computing  and 
Communications  Program,  ARPA,  in  cooperation  with  the  Service 
R&D  labs,  is  addressing  the  fundamental,  "grand  challenge"  (very 
intensive  large  scale  computing)  problems  defined  by  the  Federal 
Program. 

The  DoD  High  Performance  Computing  R&D  programs  do  not 
duplicate  the  efforts  of  the  Federal  High  Performance  Computing 
and  Communications  Program,  but  instead  augment  them  by  focus- 
ing on  Defense  specific  high  performance  computing  needs  and 
problem  domains,  e.g.,  those  related  to  weapon  systems  and  super- 
computing  efforts  under  the  auspices  of  ARPA. 

The  DoD  High  Performance  Computing  Modernization  Program 
is  a  sustained  program  designed  to  optimally  augment  high  per- 
formance computing  systems  and  networks  within  the  DoD.  The 
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High  Performance  Computing  Modernization  Program  fills  the 
gaps  left  by  the  other  two  DoD  initiatives.  The  program  leverages 
experiences  from  academia  and  industry  and  brings  the  DoD  R&D 
labs  up  to  par  with  supercomputing  in  the  Federal  government. 

Question.  What  is  DoD  doing  to  make  sure  that  its  supercom- 
puters are  secure  if  they  become  part  of  a  nationwide  high  per- 
formance computing  network? 

Answer.  The  Defense  Research  and  Engineering  Network 
(DREN)  will  be  used  for  defense-specific  supercomputing  needs.  The 
DREN  provides  access,  via  network  nodes,  to  the  National  Science 
Foundation  Network  (NSFnet)  and  the  National  Research  and  Edu- 
cation Network  (NREN).  At  this  time  DREN  is  not  a  secure  net- 
work. Because  of  technical  limitations  on  sending  secure  data, 
transmission  of  classified  Defense  data  is,  and  will  be,  handled  by 
end-to-end  encryption.  The  DREN  does,  however,  address  multile- 
vel security  for  the  future,  and  will  incorporate  multilevel  security 
technology  when  it  is  mature  enough.  For  unclassified,  sensitive 
applications,  the  "hacker"  problem  is  primarily  handled  by  securi- 
ty measures  at  each  host  site.  However,  the  DoD  High  Performance 
Computer  Working  Group  is  currently  addressing  this  issue  to 
ensure  appropriate  overall  security. 

NAVY  COMPUTER  PROCUREMENT 

Question.  CAD-2  (Computer  Aided  Design-2)  was  to  be  a  procure- 
ment of  automation  hardware  for  the  Navy  Facilities  Engineering 
Command.  An  administrative  judge  ruled  that  the  Navy  award  for 
CAD-2  be  terminated  and  gave  the  Navy  two  options  to  correct 
this  procurement  award.  What  actions  have  you  taken  to  put  the 
CAD-2  contract  award  on  track? 

Answer.  On  March  1,  1993,  the  Source  Selection  Authority  (SSA) 
decided  to  reopen  discussions  and  to  call  for  a  second  Best  and 
Final  Offer  (BAFO).  This  was  the  second  of  the  two  options  provid- 
ed by  the  General  Services  Administration  Board  of  Contract  Ap- 
peals decision.  The  vendors  were  notified  on  March  2,  1993.  In  the 
interim,  the  Navy  has  been  modifying  the  Request  for  Proposal 
(RFP),  the  Source  Selection  Plan  (SSP),  and  the  Live  Test  Demon- 
stration plan  (LTD).  The  Navy  released  an  amendment  to  the  RFP 
on  April  16,  1993,  incorporating  the  changes  that  had  been  made  to 
the  RFP  and  SSP.  The  Navy  expects  to  release  an  amendment  in 
May  to  inform  the  offerors  of  the  changes  in  the  LTD.  The  LTDs 
are  expected  to  be  performed  in  June/July.  The  second  BAFOs  will 
be  submitted  in  October  and  award  is  expected  in  December.  The 
award  is  again  to  be  a  best  value  award. 

Question.  Could  you  define  what  "best  value"  means  to  you.  (i.e., 
Is  best  value  the  lowest  price  bid  for  the  most  requirements  met?) 

Answer.  The  phrase  "Best  Value"  describes  a  competitive  pro- 
curement structured  to  award  that  offeror  who  provides  the  best 
overall  "value"  to  the  Government  based  on  a  trade-off  between 
technical  merit,  life-cycle  cost,  and  initial  price.  This  approach  thus 
permits  differentiating  between  offerors,  who  otherwise  meet  mini- 
mum requirements,  on  the  basis  of  vendor-unique  features,  poten- 
tial productivity,  historic  and  present  quality,  flexibility,  and  other 
specific  benefits  and  drawbacks.  When  all  of  these  are  considered, 
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in  fact,  the  award  may  not  necessarily  go  to  the  low  bidder.  In  any 
event,  however,  the  Government  must  be  able  to  defend  the  ration- 
ale for  its  selection. 

"Best  Value"  contracting  provides  the  flexibility  needed  to 
reward  vendor  quality  and  innovativeness  and  to  take  advantage  of 
rapid  technology  changes,  without  requiring  voluminous  and  de- 
tailed specifications,  which  could  easily  overlook  the  availability  of 
useful  features  unknown  to  the  Government.  "Best  Value"  con- 
tracting policy  was  specifically  identified  as  the  preferred  approach 
for  competitive  procurement  in  an  Assistant  Secretary  of  the  Navy 
(Research,  Development  and  Acquisition)  memorandum  of  March 
22,  1991  which  follows: 
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THE  ASSISTANT  SECRETARY  OF  THE  NAVY 

(Researcn.  Development  ana  Acquisition) 
WASHINGTON,  D.C.  20350-1000 


iiiAR221991 


MEMORANDUM  FOR  PROGRAM  EXECUTIVE  OFFICERS 

DIRECT  REPORTING  PROGRAM  MANAGERS 

COMMANDERS  OF  SYSTEMS  COMMANDS 

DEPUTY  CHIEF  OF  STAFF  FOR  INSTALLATIONS  AND 

LOGISTICS,  HEADQUARTERS,  U.S.  MARINE  CORPS 
COMMANDING  GENERAL,  MARINE  CORPS  RESEARCH, 

DEVELOPMENT  AND  ACQUISITION  COMMAND 
COMMANDER,  MILITARY  SEALIFT  COMMAND 
COMMANDING  OFFICER,  AUTOMATIC  DATA  PROCESSING 

SELECTION  OFFICE 
COMMANDING  OFFICER,  NAVAL  COMMERCIAL 

COMMUNICATIONS  CENTER 

Subj:  "BEST  VALUE"  CONTRACTING  POLICY  (DON  ia210021/APIA-01-0001) 

The  purpose  of  this  memorandum  is  to  reemphasizQ  the  Navy's 
connitment  to  competitively  select  sources  on  the  basis  of  "best 
value"  to  the  Government.   In  determining  factors  to  be  evaluated 
other  than  price,  the  nature  of  the  supplies  or  services  to  be 
acquired  must  be  considered. 

Factors  impacting  "best  value"  decisions  include  technical 
competence,  proven  past  performance,  management  capability,  life 
cycle  costs  and  quality.   Evaluation  of  these  faetors  should  be 
structured  to  ensure  that  they  are  given  due  consideration  in 
determining  the  overall  benefit  associated  with  the  offered 
price. 

"Best  value"  evaluations  should  be  employed  wherever 
possible  and  especially  in  weapons  system,  federal  information 
processing  (FIP)  and  professional  and  technical  service  support 
acquisitions.   Requirements  which  dictate  complex  integration  of 
people,  equipment,  hardware,  innovation  and  software  should  also 
be  evaluated  on  a  "best  value"  basis.   However,  when  noncomplex, 
routine  requirements  are  being  procured  and  the  product  to  be 
delivered  is  clearly  defined  at  the  outset  of  the  procxirement,  it 
may  be  appropriate  to  award  to  the  lowest  priced,  technically 
acceptable  offeror. 

Please  circulate  this  memorandum  to  the  appropriate 
personnel  as  it  reemphasizes  the  Navy's  commitment  to  "best 
value"  when  acquiring  systems,  products  and  services  for  the 

Fleec. 


.  a 

"Gerald  A.  Cann 


\_Ct.  I- 


Exhibit  1 
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Question.  For  the  record,  would  you  provide  the  Committee  with 
a  breakout  of  all  CAD-2  funding  for  fiscal  year  1994.  Please  break 
this  funding  out  by  contract. 

Answer.  The  breakout  of  the  FY  1994  CAD-2  funding  is  as  fol- 
lows: 

1.  Contract  Name:  Computer  Aided  Design  Second  Acquisition, 
Marine  &  Mechanical  Design 

Contract  Number:  N66032-91-D-0003 
Contract  Awarded  to:  Intergraph  Corporation 
FY  1994  Funding:  Operation  and  Maintenance  $720,000,  Defense 
Business  Operations  Fund  $6,513,000 

2.  Contract  Name:  Computer  Aided  Design  Second  Acquisition, 
Facilities  Engineering  Design 

Contract  Number:  N66032-92-D-0015 

Contract  Awarded  to:  Intergraph  Corporation,  Award  terminated 
November  17,  1992  Recompetition  pending 
FY  1994  Funding:  Procurement  $60,000 

3.  Contract  Name:  Computer  Aided  Design  Second  Acquisition, 
Aeronautical  &  Electrical  Design 

Contract  Number:  Not  awarded  yet 

Contract  Awarded  to:  Not  awarded  yet 

FY  1994  Funding:  Defense  Business  Operations  Fund  $147,000 

AIR  FORCE  COMPUTER  PROCUREMENTS 

Question.  Desk  Top  IV  was  supposed  to  have  been  a  fast  track 
acquisition  for  personal  computers,  but  it  looks  now  that  the  con- 
tract may  never  be  awarded.  What  went  wrong?  What  is  the  solu- 
tion? 

Answer.  The  purpose  of  the  acquisition  streamlining  as  adopted 
for  Desktop  IV  was  to  reduce  the  amount  of  time  from  Request  for 
Proposal  release  to  contract  award.  In  this  respect,  by  using  a  func- 
tional specification,  Desktop  IV  was  a  complete  success  (only  four 
months  as  compared  to  one  year  for  Desktop  III).  Making  the  first 
Desktop  IV  award  without  discussions  with  the  vendors  worked 
well  on  the  technical  compliance  side  of  the  solicitation,  but  the 
Air  Force  encountered  insurmountable  difficulties  in  establishing 
the  vendors'  compliance  with  legal  and  contracting  provisions.  Be- 
cause of  the  complexities  involved  in  such  areas  as  the  "BUY 
AMERICA"  Act  and  the  Trade  Agreements  Act,  20  of  the  22  ven- 
dors that  bid  were  found  to  be  deficient  and  not  eligible  for  the 
award.  This  situation  was  due  to  the  lack  of  discussions  with  the 
vendors  on  their  compliance  (or  lack  thereof)  with  these  various 
legal /contracting  requirements.  Award  without  discussions  will  be 
used  more  discreetly  in  the  future. 

We  resolved  the  first  protest  by  opening  negotiations  with  all  of- 
ferors. Protests  on  the  second  and  third  awards  were  primarily 
based  on  differences  of  interpretation  of  the  standards  for  compli- 
ance with  the  Trade  Agreements  Act.  While  the  protest  on  the 
second  award  was  upheld,  the  protest  on  the  third  award  was  re- 
cently denied  by  the  GSBCA.  We  anticipate  processing  orders 
under  the  Desktop  IV  contracts  on  or  about  mid- June  1993. 

Question.  Why  use  a  large  indefinite  delivery,  indefinite  quantity 
contract  like  Desktop  IV,  and  instead  use  the  Department's  elec- 
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tronic  bulletin  board  to  buy  personal  computers?  Has  the  Depart- 
ment's electronic  bulletin  board  been  successful? 

Answer.  Indefinite  delivery,  indefinite  quantity  contracts  and 
bulletin  board  contracts  are  different  acquisition  strategies  with 
distinct  advantages  to  each. 

ID/IQ  contracts  provide  a  standard  contract  source  for  long-term 
acquisitions  such  as  major  programs  or  providing  standardization 
across  large  organizations  such  as  the  Air  Force.  This  is  important 
as  it  promotes  maintenance  standardization  which  is  critical  when 
deploying  information  systems  to  an  operational  theater,  and  train- 
ing and  data  standardization  through  providing  a  common  set  of 
software.  It  also  reduces  the  number  of  contracts  which  have  to  be 
awarded,  administered,  and  maintained;  and  significantly  acceler- 
ates and  simplifies  the  acquisition  process.  This  results  in  getting 
resources  into  the  hands  of  the  user  faster  than  a  series  of  individ- 
ual, fixed  quantity  contracts. 

Electronic  bulletin  boards  provide  a  contract  source  which  allows 
individual  users  to  tailor  systems  to  meet  specific/unique  needs 
and  rapidly  take  advantage  of  changes  in  technology.  Because  each 
award  is  an  individual  contract,  prices  on  hardware  may  be  more 
competitive  due  to  open  market  competition;  however,  software  is 
usually  cheaper  on  ID/IQ  contracts  due  to  volume  based  discounts. 

Bulletin  board  systems,  such  as  the  Department's  system,  appear 
to  be  a  good  contracting  alternative  for  simple  hardware  purchases 
when  the  customer  wants  the  latest  market  price  and  doesn't  need 
standardization  or  value-added  services  from  the  supplier  such  as 
specialized  installation,  integration  or  training  support.  The  simpli- 
fied specifications  which  were  developed  for  the  Department's  Elec- 
tronic Bulletin  Board  are  not  adequate  when  additional  personal 
computers  must  be  integrated  into  existing  systems.  Bulletin  board 
purchases  are  also  less  attractive  as  the  size  and  complexity  of  the 
contract  increases.  The  customer's  time  and  cost  of  preparing  new 
acquisition  documents  and  conducting  new  technical  testing  could 
outweigh  any  cost  savings  from  this  method.  Because  each  award  is 
a  separate  contract,  it  can  be  protested,  unlike  delivery  orders 
placed  against  an  ID/IQ  contract. 

The  Department's  electronic  bulletin  board  contracting  system 
has  been  used  for  about  30-40  acquisitions  to  date  with  the  typical 
award  about  $20  thousand.  The  largest  contract  was  about  $600 
thousand.  We  feel  the  system  has  been  successful  for  these  small 
contracts  but  the  process  needs  further  testing  and  refinement 
before  it  can  be  considered  as  a  suitable  vehicle  for  larger  acquisi- 
tions. 

Question.  The  Air  Force  has  been  developing  an  in-house  comput- 
er system  known  as  CAMS/REMIS  to  track  and  monitor  mainte- 
nance of  Air  Force  systems.  Both  GAO  and  DOD's  own  internal 
review  panel  have  found  serious  deficiencies  with  CAMS/REMIS. 
Last  year,  this  Committee  took  the  lead  to  ensure  that  another 
more  reliable  automated  spare  parts  system  known  as  TICARRS, 
which  was  developed  for  the  F-15,  F-16,  and  F-117,  was  not  dis- 
carded for  this  newer  problem-ridden  system.  It  has  been  reported 
that  CAMS  has  a  data  error  rate  of  50  percent  or  more.  Can  you 
tell  this  committee  what  this  poor  error  rate  is  costing  the  Air 
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Force  in  terms  of  dollars  and,  more  importantly,  at  what  risk  are 
our  air  crews  being  put  by  not  rectifying  this  situation? 

Answer.  First,  we  would  like  to  clarify  a  reference  you  made  ear- 
lier to  another  system  TICARRS,  as  an  "  *  *  *  automated  spare 
parts  system."  Neither  CAMS  nor  TICARRS  are  "automated  spare 
parts  systems."  CAMS  is  the  Air  Force's  base-level  automated 
maintenance  production  and  data  collection  information  system.  It 
is  designed  to  support  all  aircraft,  communications-electronics,  and 
equipment  maintenance  activities  at  over  100  active  Air  Force 
bases,  153  National  Guard  and  Reserve  sites  and  selected  North  At- 
lantic Treaty  Organization  sites.  CAMS  automates  aircraft  history, 
aircraft  scheduling,  aircrew  debriefing  process,  and  maintenance 
personnel  training  and  qualification  records  keeping  as  well  as  pro- 
viding a  common  interface  for  entering  base-level  maintenance 
data  into  other  standard  logistics  management  systems  such  as 
REMIS. 

TICARRS,  the  tactical  interim  CAMS  and  REMIS  Reporting 
System,  performs  many,  but  not  all  of  these  functions  for  all  F-16 
and  approximately  40  percent  of  the  F-15  fleet.  The  F-117,  while 
still  a  "black  program"  needed  a  special  data  system,  called  the 
smart  data  system.  Once  the  F-117s  moved  to  Holloman,  they  tran- 
sitioned to  CAMS  as  the  most  cost-effective  solution  to  the  F-117's 
data  management  needs. 

[Clerk's  Note.— GAO  Report  B-248052  dated  March  31,  1992  re- 
ported that  CAMS  had  a  50  percent  data  error  rate  according  to  a 
study  done  by  General  Dynamics  on  the  F-16.] 

In  response  to  your  question  about  error  rates,  the  figure  of  50 
percent  is  one  which  we  have  only  seen  in  literature  provided  to  us 
by  the  company  which  has  developed  TICARRS.  CAMS  has  had 
high  data  error  rates,  but  these  rates  have  been  measured  at  the 
initial  entry  point,  where  the  data  is  first  entered  into  the  comput- 
er systems  by  USAF  maintenance  personnel,  not  data  management 
specialists. 

Their  inputs  are  subsequently  reviewed  and  corrected  by  supervi- 
sory personnel,  so  the  actual  "error  rate"  is  considerably  lower.  In 
fact  the  CAMS/ REMIS  accuracy  rate  today,  across-the-board,  is 
90.3  percent  (9.7  percent  error  rate).  We  can  tell  you  that  we  still 
want  to  improve  on  that  figure,  which  is  why  we  have  taken  sever- 
al steps  to  improve  data  accuracy.  These  steps  are: 

The  CAMS/ REMIS  Program  Manager  recently  initiated  an  ag- 
gressive customer  relations  program  to  find  out  what  the  field  con- 
cerns are  so  we  can  take  action  to  correct  them. 

Although  this  unit  visitation  program  has  just  begun,  it  has  al- 
ready borne  fruit.  We  have  found  a  lack  of  consistency  of  training 
for  the  unit  level  data  base  managers.  Hence  we  are  planning  on  a 
data  base  manager  certification  program  to  ensure  consistency 
throughout  the  Air  Force.  This  program  will  help  in  further  reduc- 
ing error  rates  as  well  as  ensuring  that  new  releases,  which  correct 
systems  deficiencies  and  enhance  CAMS  capabilities,  are  promptly, 
correctly,  and  fully  fielded  as  soon  as  they  are  released. 

In  terms  of  dollar  costs  caused  by  any  error  rate,  it  would  be  dif- 
ficult to  determine  what  amount  of  money,  if  any,  is  at  risk.  We 
can  assure  you,  however,  that  air  crews  are  NOT  at  risk.  In  fact, 
CAMS,  we  believe,  enhances  crew  safety  by  providing  supervisors 
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instant  access  to  a  listing  of  the  maintenance  technician's  qualifica- 
tions to  ensure  the  technician  is  qualified  to  do  the  job  at  hand. 

As  an  illustration,  when  an  engine  maintenance  technician 
needs  to  test  run  an  engine  installed  on  an  aircraft,  he  or  she  must 
call  in  to  the  unit's  maintenance  operations  center  for  clearance. 
One  of  the  items  the  maintenance  operations  center  verifies  is  that 
all  the  individuals  involved  in  that  engine  run  are  both  certified 
and  currently  qualified  to  perform  the  task  at  hand.  The  Mainte- 
nance operations  center  uses  CAMS  to  research  that  information. 

Question.  We  understand  that  CAMS  does  not  collect  data  well 
enough  to  permit  contractor  warranties  and  penalties  for  poor  per- 
formance. What  does  this  inability  to  hold  a  contractor  liable  for 
warranty  service  and  penalties  cost  the  taxpayer  each  year?  Why 
does  the  Air  Force  tolerate  this  situation? 

Answer.  The  problem  is  not  with  CAMS  but  with  the  Air  Force's 
focus  on  warranties.  CAMS/REMIS  were  not  designed  with  war- 
ranty management  as  a  primary  focus.  They  were,  however,  de- 
signed to  provide  raw  data  to  the  warranty  managers.  We  believe 
that  this  function  is  working  well.  Once  the  next  release  of  CAMS/ 
REMIS  occurs,  the  system  will  be  able  to  collect  this  raw  data  even 
more  efficiently.  The  Air  Force  is  continuously  reassessing  specific 
requirements  to  incorporate  into  CAMS/REMIS  to  better  articulate 
warranty  needs. 

In  the  meantime,  however,  the  manual  materiel  deficiency  re- 
porting system  the  Air  Force  has  had  for  many  years  aggressively 
supports  warranty  item  management.  Our  materiel  deficiency  re- 
porting system,  while  somewhat  labor  intensive,  helps  us  ensure 
that  warrantied  items  which  fail  prematurely  are  promptly  and 
properly  identified  and  returned  to  AFMC  for  processing  and  resti- 
tution, if  appropriate.  CAMS  will  just  help  us  do  this  job  in  a  less 
labor  intensive  manner. 

Question.  As  recently  as  March  11,  Headquarters  Pacific  Air 
Forces  became  the  latest  operating  command  to  publicly  complain 
about  CAMS/REMIS.  Specifically,  Pacific  Air  Forces  said  "Our  ex- 
perience with  TICARRS  showed  it  to  be  vastly  superior  to  the  on- 
going CAMS/REMIS  disaster."  Has  the  Air  Force  followed  this 
Committee's  and  Congress'  direction  on  reconnecting  TICARRS  and 
reevaluating  the  future  of  CAMS/REMIS? 

Answer.  Yes  we  have,  although  it  must  be  pointed  out  that  there 
was  never  anything  to  "reconnect."  What  we  want  to  determine, 
and  are  now  doing  in  concert  with  congressional  guidance,  is:  is 
there  a  better,  more  efficient  system  than  CAMS  that  would  pro- 
vide all  the  functions  CAMS  does  now.  To  that  end,  we  are  con- 
ducting an  operational  assessment  of  CAMS/REMIS  and  TICARRS 
at  Seymour  Johnson  AFB.  This  assessment  started  29  March  and  is 
scheduled  to  run  six  weeks.  It  is  being  supervised  by  personnel 
from  the  Air  Force  Logistics  Management  Agency,  in  conjunction 
with  the  Institute  of  Defense  Analysis  (IDA).  As  you  know  IDA  is 
to  provide  you  a  report  by  30  September  which  will  include  their 
analysis  of  this  assessment. 

We  would  like  to  emphasize  that  the  Air  Force  wants  two  things: 
a  system  that  supports  the  maintenance  community,  and;  one  that 
is  in  the  best  interests  of  the  country  and  the  taxpayers,  in  terms 
of  efficiency  and  effectiveness.  We  believe  that  this  assessment  will 
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allow  us  all  to  make  an  objective  decision  that  will  satisfy  both 
these  needs. 

[Clerk's  note. — The  Department  provided  no  comment  explain- 
ing the  110305Z  MARCH  1993  Headquarters  Pacific  Air  Forces 
message  complaining  about  CAMS/REMIS.] 

AIR  FORCE  STANDARD  SYSTEMS  CENTER 

Question.  Recently,  charges  have  been  leveled  against  the  Air 
Force  Standard  Systems  Center  (SSC)  stating  that  it  "has  become  a 
quagmire  of  malfeasance  and  misconduct,  where  the  waste  of  tax- 
payer's dollars  is  a  common  event."  Are  these  charges  true? 

Answer.  We  believe  those  charges  are  not  true,  and  were  based 
on  a  GAO  Report  which  provided  an  overly  negative  picture  of  the 
Standard  Systems  Center  and  the  United  States  Air  Force  person- 
nel assigned  to  that  activity.  In  March,  we  provided  our  in-depth 
assessment  of  the  GAO  findings  to  the  Honorable  Mr.  Conyers, 
Chairman  of  the  Committee  on  Government  Operations.  We  are 
prepared  to  provide  copies  for  your  review.  Our  assessment  con- 
cluded that  many  of  the  report's  findings  were  neither  objective 
nor  warranted.  Much  of  the  remaining  information,  though  based 
in  fact,  was  either  taken  out  of  context  or  other  relevant  informa- 
tion pertaining  to  the  situation  was  omitted.  To  date,  the  GAO  has 
not  released  to  the  Air  Force  any  evidence  of  criminal  wrongdoing 
or  willful  negligence  by  assigned  personnel. 

Question.  What  is  the  primary  function  of  the  SSC? 

Answer.  The  Standard  Systems  Center  provides  a  variety  of  in- 
formation and  telecommunications  systems  support  for  the  Air 
Force  and  other  DoD  users.  They  are  responsible  for  developing, 
procuring,  and  implementing  standard  computer  systems  as  well  as 
providing  full  life-cycle  support  after  fielding.  The  Center  supports 
a  wide  variety  of  functional  areas,  all  major  commands  and  Air 
Force  bases  world-wide  through  a  variety  of  management  informa- 
tion and  command  and  control  systems. 

The  Center  accomplishes  its  mission  primarily  at  Maxwell  AFB, 
Gunter  Annex  with  one  subordinate  unit,  the  Computer  Services 
Center  residing  at  San  Antonio,  Texas. 

Question.  Why  doesn't  DISA  perform  these  functions? 

Answer.  The  majority  of  the  SSC  assets  are  currently  planned  to 
transfer  to  DISA  under  DMRD  918;  these  assets  support  the  acqui- 
sition of  administrative  systems  which  fall  under  the  Brooks  Act. 
SSC  assets  being  retained  by  the  Air  Force  are  those  which  support 
command  and  control  applications  such  as  the  Air  Force  Wing 
Command  and  Control  System  (AFWCCS),  the  Air  Force  Command 
and  Control  System  (AFC2S),  and  the  Air  Force  World  Wide  Mili- 
tary Command  and  Control  System  Modernization  (AFWAM). 

Question.  How  much  money  is  proposed  to  be  spent  operating 
SSC  (O&M  only)  in  fiscal  year  1994? 

Answer.  $101  Million  ($24  Million  of  that  is  for  Civilian  Pay) 

Question.  What  steps  are  you  taking  to  correct  SSC's  shortcom- 
ings? 

Answer:  Acknowledging  the  administrative  deficiencies  identified 
in  the  GAO  Report,  the  Air  Force  has  issued  policy  guidance  to 
strengthen  control  and  oversight  of  ID/IQ  contracts  which  author- 
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ize  other  contracting  offices  to  place  orders  against  the  contract. 
Otherwise,  no  major  changes  are  considered  necessary. 

RESERVE  COMPONENT  AUTOMATION  SYSTEM 

Question.  How  much  has  Reserve  Component  Automation 
System  (RCAS)  budgeted  in  fiscal  year  1994  and  fiscal  year  1995  for 
test  evaluation  with  Operational  Test  and  Evaluation  Command 
(OPTEO? 

Answer.  RCAS  has  not  budgeted  any  funds  to  support  OPTEC 
testing  in  fiscal  year  1994  or  fiscal  year  1995.  Recent  guidance  from 
Headquarters  Department  of  the  Army  requires  RCAS  to  budget 
for  OPTEC  testing  beginning  in  fiscal  year  1995.  All  fiscal  year 
1994  OPTEC  testing  requirements  will  be  absorbed  within  current 
RCAS  programmed  funding  using  O&M  funds  originally  identified 
for  sustainment  costs.  These  funds  are  available  because  of  the  ex- 
tended RCAS  fielding  schedule.  The  estimated  costs  for  Block  1 
operational  testing  are  $6M  in  fiscal  year  1994  and  $2M  in  fiscal 
year  1995.  RCAS  will  program  an  additional  $6M  for  expected 
Block  2  operational  test  preparation  required  in  fiscal  year  1995. 
Initial  Operational  Test  and  Evaluation  will  commence  on/about  1 
Oct  94  for  RCAS  Block  1  Software.  Follow-on  operational  testing 
will  be  conducted  for  subsequent  applications  software  blocks. 

Question.  What  other  Army  systems  have  to  pay  for  test  evalua- 
tion with  OPTEC?  Please  list  each  system,  type  of  test  evaluation, 
and  cost  of  evaluation. 

Answer.  The  following  Army  systems  will  pay  for  Initial  Oper- 
ational Test  and  Evaluation  with  OPTEC  during  fiscal  year  1993 
and /or  fiscal  year  1994. 

System  Evaluation  Cost  (thousands) 

Personnel  Electronic  Record  Management  System  (PERMS) '  lOTE  $750.0 

Standard  Installation/Division  Personnel  System-3  (SIDPERS-3) lOTE  924.7 

Worldwide  Port  System  (WPS) lOTE  1,040.0 

Installation  Support  Module  (ISM) lOTE  1,015.5 

Department  of  the  Army  Movements  Management  System— Redesign  (DAMMS-R) ^  iqte  995.5 

'  (^mpleted  Testing 

^  Testing  strategy  being  revised  to  support  block  development  and  full  operational  test  in  fiscal  year  95. 

Note;  In  fiscal  year  1995  OPTEC  w\\  provide  funding  for  operational  testing  of  all  Army  Information  Systems  except  RCAS.  OPTEC  will  negotiate 
witti  Program  Manager  Worldwide  Port  System  tor  operational  testing  of  Block  2  software. 

[Clerk's  note. — End  of  questions  submitted  for  the  record.] 
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TESTIMONY  OF  MEMBERS  OF  CONGRESS  AND  OTHER 
INTERESTED  INDIVIDUALS  AND  ORGANIZATIONS 


SEMICONDUCTOR  MANUFACTURING  TECHNOLOGY 

WITNESS 

HON.  J.J.  PICKLE,  A  REPRESENTATIVE  IN  CONGRESS  FROM  THE  STATE 
OF  TEXAS 

Introduction 

Mr.  MuRTHA.  The  Committee  will  come  to  order. 

This  morning  we  will  hear  from  public  witnesses  and  we  will 
start  with  one  of  our  most  distinguished  Members  of  Congress,  Mr. 
Pickle  from  the  great  State  of  Texas.  Nobody  has  been  more  influ- 
ential in  programs  than  Mr.  Pickle  over  the  years  and  we  are  coun- 
seled by  his  wise  advice.  We  appreciate  his  taking  the  time  to  come 
before  the  Committee  and  helping  us  with  our  decisions. 

Statement  of  Congressman  Pickle 

Mr.  Pickle.  I  am  personally  pleased  to  come  here  today  and 
thank  you  for  the  chance  to  appear. 

SEMATECH  is  a  partnership  between  11  American  semiconduc- 
tor manufacturers  and  the  DOD,  and  they  have  been  dedicated  to 
trying  to  solve  the  technical  challenges  required  to  keep  the  United 
States  number  one  in  the  semiconductor  industry.  I  am  not  going 
to  go  through  my  complete  statement. 

Mr.  MuRTHA.  Your  entire  statement  will  be  part  of  the  record. 
We  are  going  to  limit  everybody  to  five  minutes  and  we  would  ap- 
preciate your  adhering  to  that. 

Mr.  Pickle.  I  want  to  point  out  that  the  administration  and  in- 
dustry have  recommended  funding  for  SEMATECH.  The  President 
and  Vice  President  have  both  issued  statements  in  support  of  the 
SEMATECH  program  that  you  have  been  so  valiantly  and  stead- 
fastly sponsoring  for  years. 

Secretary  Ron  Brown  issued  statements  that  it  has  more  than 
paid  for  itself  with  its  modest  investment.  The  new  Secretary  of 
Defense  has  likewise  endorsed  this,  and  this  Committee  along  with 
DARPA  has  been  steadfast  in  support  of  SEMATECH. 

I  don't  think  we  have  problems.  SEMATECH  has  accomplished 
the  goals  they  set  out  to  achieve  and  has  gone  beyond  it,  so  that 
today  the  United  States  is  a  leading  seller  of  chips  and  has  stepped 
up  in  the  forefront,  and  it  is  because  of  the  work  SEMATECH  has 
done.  That  is  the  type  of  history  SEMATECH  has.  We  are  learning 
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how  to  manufacture  chips  in  ways  that  help  American  companies 
save  a  lot  of  money.  I  think  we  have  a  success  story  and  we  should 
be  proud. 

The  administration  and  ARPA  recommends  SEMATECH's  con- 
tinuation. They  have  asked  for  $100  million  for  the  microelectronic 
research  and  we  are  asking  that  $90  million  be  earmarked  specifi- 
cally for  SEMATECH. 

It  seems  to  me  that  the  example  that  this  Committee  has  set  in 
endorsing  SEMATECH  shows  that  we  can  have  a  consortium  of 
both  industry  and  government  and  that  it  can  work.  It  has  paid  off 
already.  We  think  it  will  continue  to  pay  off  in  the  future. 

We  are  asking  for  $90  million  this  year  because  SEMATECH  has 
determined  it  can  achieve  its  goals  with  this  amount.  We  are 
asking  that  the  $90  million  be  earmarked.  I  think  we  are  uniformly 
supported  and  we  pledge  to  continue  the  good  work. 

Mr.  MuRTHA.  It  is  gratifying  to  hear  a  report  of  such  success,  but 
even  with  that  kind  of  success,  as  you  know,  this  year  there  is  a 
tremendous  problem  with  money.  I  have  to  say  that  if  it  had  not 
been  for  you  in  the  past,  this  program  probably  would  have  been 
reduced  substantially,  as  important  as  it  was;  but  your  guidance 
and  advice  were  critical  to  this  program,  and  I  am  pleased  that  it 
has  been  so  successful. 

Even  with  that,  we  will  have  problems  because  of  the  financial 
situation  this  year  and  the  builddown  and  the  amount  of  money 
that  is  available. 

Mr.  Pickle.  I  appreciate  your  comment  about  my  personal  par- 
ticipation in  it  because  I  am  proud  to  represent  this  district,  but  I 
am  equally  proud  of  the  support  this  Committee  has  given. 

In  view  of  your  consideration  of  financial  restraints,  SEMATECH 
has  said  we  need  $90  million,  so  we  have  to  scale  back  a  bit.  So  we 
are  trying  to  cooperate. 

Mr.  MuRTHA.  We  appreciate  that.  Thank  you  very  much. 

Mr.  Pickle.  I  want  to  thank  the  Committee.  You  have  been  great 
supporters. 

[The  statement  of  Mr.  Pickle  follows:] 
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Testimony  of  U.S.  Rep.  J.  J.  Pickle 
House  Defense  Appropriations  Subcommittee 
SEMATECH  FY  1994  Funding 
May  6,  1993 

Mr.  Chairman,  I  appreciate  the  opportunity  to  appear  before  you  and 
your  distinguished  colleagues  in  support  of  SEMATECH,  the  government- 
industry  consortium  focusing  on  semiconductor  manufacturing  research. 

SEMATECH  is  a  partnership  between  1 1  American  semiconductor 
manufacturers  and  the  Department  of  Defense  dedicated  to  solving  the  technical 
challenges  required  to  keep  the  United  States  number  one  in  the  global 
semiconductor  industry. 

Before  I  begin,  however,  I  want  to  thank  the  Chairman  for  the  leadership 
role  he  played  during  last  year's  conference  with  the  Senate.    While  I  do  not 
wish  to  recall  that  difficult  struggle,  it  is  safe  to  say  that  we  would  not  have 
prevailed  without  the  perseverance  and  persistence  of  Chairman  Murtha  and  the 
other  House  conferees. 

I  appear  here  today  gratified  that  our  new  Administration  now  recognizes 
the  importance  of  high  technology  to  this  nation's  economic  and  national 
security  and  appreciates  the  substantial  contribution  that  SEMATECH  has  made 
since  its  inception  in  1987.    I  would  add,  of  course,  that  Congress  has  long 
held  that  position. 

President  Clinton  and  Vice  President  Gore  praised  SEMATECH  when 
they  outlined  their  technology  policy  in  Silicon  Valley  in  February.    In  its 
paper,  Technology  for  America's  Economic  Growth.  A  New  Direction  to  Build 
Economic  Strength,  the  White  House  wrote: 

"SEMATECH,  an  industry  consortium  created  to  develop  semiconductor 
manufacturing  technology,  will  receive  continued  matching  funds  from 
the  Department  of  Defense  in  FY  94.    This  can  serve  as  a  model  for 
federal  consortia  to  advance  other  technologies." 

Commerce  Secretary  Ron  Brown,  addressing  the  Semiconductor  Industry 
Association  in  Washington  on  March  2,  said,  "SEMATECH  represents  the 
attitude  this  Administration's  technology  policy  embodies.    SEMATECH  has 
more  than  repaid  the  modest  investment  of  the  U.S.  government." 

With  that  in  mind,  Mr.  Chairman,  I  ask  for  continued  support  for 
SEMATECH  from  the  Committee  and  that  you  appropriate  $90  million  for  FY 
94  for  SEMATECH  as  a  separate  line  item  in  the  DOD  budget  under  ARPA. 
The  Administration  has  requested  $100  million  for  microelectronics 
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manufacturing  technology,  which  includes  the  SEMATECH  program. 
SEMATECH's  11 -member  companies  have  already  pledged  to  put  up  $90 
million  in  private  industry  funds  for  the  program.    I  believe  a  separate  line 
item  for  SEMATECH  would  be  consistent  with  what  Congress  did  last  year. 

SEMATECH  continues  to  be  representative  of  the  growing  partnership  of 
industry,  government,  and  academia  that  has  been  prospering  in  this  country. 
The  Semiconductor  Industry  Association  used  the  SEMATECH  model  of  such 
cooperation  to  convene  meetings  in  1992  and  early  1993  of  some  of  our 
country's  leading  experts.    From  those  sessions  have  evolved  a  National 
Semiconductor  Technology  Roadmap  that  calls  for  all  aspects  of  our  nation  to 
work  toward  common  technology  goals  that  will  benefit  both  our  nation's 
military  and  economic  capabilities. 

SEMATECH  has  been  given  a  critical  role  in  planning  and  implementing 
parts  of  that  national  roadmap.  The  SEMATECH  request  for  FY  1994  funding 
of  $90  million  is  based  on  two  factors: 

First,  SEMATECH    has  determined  that  it  can  accomplish  what  it  needs 
to  accomplish  in  1994  with  a  budget  of  $180  million. 

Secondly,  SEMATECH,  under  the  leadership  of  Dr.  Bill  Spencer,  has 
embarked  on  a  program  of  leveraging  current  R&D  government  spending 
and  the  investment  being  made  by  the  semiconductor  equipment 
suppliers.    By  cooperating  with  ARPA,  the  National  Laboratories,  NIST, 
and  others,  SEMATECH  is  avoiding  duplication  of  efforts  and  is  in  a 
position  to  influence  the  technology  programs  of  those  government 
organizations.    As  the  semiconductor  suppliers  recover  world  market 
leadership,  SEMATECH  is  able  to  influence  the  R&D  investment  of 
those  American  firms.    That  leveraging  plus  the  cost  efficiencies 
SEMATECH  has  realized  through  the  continuous  improvements  of  its 
total  quality  program  has  made  SEMATECH  a  much  more  efficient  - 
and  effective  —  organization.    Such  efficiencies  have  reduced  the  costs  of 
operating  its  research  facility  in  Austin  by  1 1  percent  and  decreased  it's 
overhead  costs  by  20  percent.    SEMATECH  is  able  to  use  such  savings 
for  technology  programs  with  American  firms,  and  puts  them  in  the 
unique  position  of  being  able  to  do  more  in  the  future  with  less  direct 
government  investment. 

I  applaud  the  leadership  of  Dr.  Bill  Spencer  at  SEMATECH. 
SEMATECH  began  as  a  bold  experiment  in  industry-government  cooperation. 
Today,  it  stands  as  a  model  program  that  is  effective,  cost-efficient,  and  a  true 
national  asset. 

Mr.  Chairman,  you  are  well  aware  how  strongly  Secretary  of  Defense 
Les  Aspin  supported  SEMATECH  when  he  served  in  the  House  as  Chairman 
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of  the  Armed  Services  Committee.    Secretary  Aspin  continues  to  support  the 
program  and  has  included  it  in  the  DOD  budget. 

In  addition  to  increasing  the  availability  of  dual  use  technologies  for  the 
Department  of  Defense,  SEMATECH  and  its  member  companies  have 
developed  and  improved  several  key  semiconductor  factory  tools  which  in  turn 
are  used  to  make  integrated  circuits  for  such  advanced  weapon  systems  as  the 
Lockheed  YF-22A  Advanced  Tactical  Fighter  as  well  as  the  Patriot,  Maverick 
AMRAAM,  Hellfire,  Tomahawk,  Stinger,  and  Sparrow  missiles. 

SEMATECH-generated  technology  has  also  been  incorporated  into  a 
variety  of  defense  systems  including  the  Phalanx  Ship  Defense  System,  the 
Touchstone  Delta  Parallel  Processing  Defense  Computer,  COMSEC  Tracking 
and  Telemetry,  tactical  and  battlefield  communications,  the  Pilot  Survival 
Radio,  battlefield  surveillance,  anti-radar  missiles,  and  cluster  bombs. 

Since  its  formation  in  1987,  SEMATECH  has  produced  a  number  of 
other  significant  results.    I  would  like  to  briefly  review  some  of  the  more 
significant  ones. 

SEMATECH  created  a  model  partnership  between  private  industry  and 
the  U.S.  government.    As  the  General  Accounting  Office  reported  in 
September  1992:    "SEMATECH  has  shown  that  a  government-industry  R&D 
consortium  can  help  improve  a  U.S.  industry's  technological  position  by 
developing  advanced  manufacturing." 

SEMATECH  has  played  a  role  in  keeping  jobs  at  home  by  making  it 
possible  to  produce  state-of-the-art  semiconductors  on  all  American-made 
machines.    The  SLA  estimates  that  if  the  U.S.  had  continued  its  downward 
spiral  in  world  market  share  past  1987,  the  U.S.  semiconductor  industry  would 
be  worth  $4.3  billion  less  than  it  is  today,  would  account  for  5.8  percent  fewer 
percentage  points  in  market  share  and  would  employ  approximately  16,500 
fewer  U.S.  workers. 

SEMATECH  has  helped  restore  U.S.  chip  manufacturers  to  world 
leadership  in  the  $63  billion  semiconductor  market.    VLSI  Research  projected 
that  U.S.  semiconductor  manufacturers  would  increase  their  world  market 
share  to  43.8  percent  in  1992  versus  43.1  percent  for  Japan. 

SEMATECH  has  helped  put  American  makers  of  semiconductor  factory 
equipment  back  on  top  of  a  $10  billion  global  market.    VLSI  Research 
reported  that  the  U.S.  equipment  industry  reversed  its  decade-long  sales  decline 
and  now  leads  Japan  50.5  percent  to  41  percent  of  world  market  share  in  1992. 
Five  of  the  top  10  equipment  suppliers  in  the  world  were  U.S.  firms.    "This 
represents  a  significant  comeback  for  America,"  VLSI  said.    "It  also  is  a 
noteworthy  milestone  for  SEMATECH,  which  has  been  working  closely  with 
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all  these  companies  to  improve  American  manufacturing." 

SEMATECH  has  developed  plans  for  future  factory  designs  which  will 
help  bring  the  U.S.  semiconductor  industry  and  domestic  manufacturing  into 
the  21st  century. 

During  its  six  years,  SEMATECH  has  generated  20  patents  and  33 
pending  patent  applications,  helped  enact  more  than  300  industry  standards, 
participated  in  110  equipment  improvement  and  joint  development  projects  and 
published  more  than  1,100  technical  documents. 

SEMATECH  is  very  proud  to  have  developed  a  major  environmental 
program  focused  on  production  processes  that  will  reduce  the  impact  of 
semiconductor  manufacturing  on  the  environment.    Projects  include  acid 
reprocessing,  reduced  usage  of  hazardous  chemicals,  alternative  materials  and 
safer  solvents,  reduction  of  global  warming  agents,  ozone  depleters,  and  future 
factory  designs. 

In  alignment  with  the  SIA  Technology  Roadmap,  SEMATECH  will 
continue  to  focus  on  domestic  tools  and  technologies  required  for  world-class 
semiconductor  manufacturing.    SEMATECH  also  will  develop  ways  to 
transform  new  technology  into  actual  improvements  in  processing  and 
equipment. 

SEMATECH  will  continue  using  America's  international  lead  in  software 
technology  to  solve  factory  problems,  furthering  its  commitment  to  computer- 
integrated  manufacturing.    SEMATECH  will  broaden  its  charter  to  include 
projects  on  packaging,  testing,  design,  and  materials,  as  well  as  continuing  to 
work  within  the  SIA  framework  to  define  a  national  strategy  for  lithography. 

SEMATECH  is  determined  to  continue  working  to  sustain  a  domestic 
industry  that  is  crucial  to  America's  economic  health  and  national  security. 
SEMATECH  intends  to  prevail,  building  on  its  successful  record  of  scientific, 
technical  and  cooperative  achievements. 

And  I  encourage  this  committee  to  continue  supporting  the  government 
investment  in  this  critical  national  program. 

Thank  you. 
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Thursday,  May  6,  1993. 

THE  AMERICAN  LEGION 

WITNESS 

DENNIS  M.  DUGGAN,  ASSISTANT  DIRECTOR,  NATIONAL  SECURITY  AND 
FOREIGN  RELATIONS  DIVISION,  THE  AMERICAN  LEGION 

Introduction 

Mr.  MuRTHA.  The  next  witness  is  Mr.  Duggan  of  the  American 
Legion. 
Mr.  Duggan. 

Statement  of  Mr.  Duggan 

Mr.  Duggan.  Mr.  Chairman,  the  American  Legion,  as  the  Na- 
tion's largest  organization  of  wartime  veterans,  is  extremely 
pleased  to  appear  before  this  distinguished  subcommittee  to  ex- 
press several  concerns  with  regard  to  the  fiscal  year  1994  defense 
budget. 

While  the  Cold  War  threats  of  superpower  confrontation  have  di- 
minished, real  and  potential  threats  still  exist.  Our  armed  forces 
remain  deployed  throughout  the  world  to  do  peacekeeping  in  Soma- 
lia, enforcing  no-fly  zones  in  Iraq  and  Bosnia,  and  being  on  the 
verge  of  perhaps  committing  more  U.S.  power  in  Bosnia. 

America's  role  as  peacekeeper,  in  fact,  appears  to  be  expanding 
and  deepening.  One  would  never  gain  that  impression  by  briefly  re- 
viewing the  proposed  fiscal  year  1994  defense  budget. 

The  fiscal  year  1994  defense  budget  seeks  to  reduce  the  armed 
forces,  as  we  know,  by  another  108,000  so  that  end  strength  would 
reach  1.6  million  by  1994  rather  than  1995,  as  earlier  recommended 
by  the  Joint  Chiefs.  Unquestionably,  the  downsizing  of  the  military 
appears  to  be  based  more  so  on  fiscal  imperatives  rather  than  cur- 
rent foreseeable  threat  levels. 

We  believe  these  reductions  give  new  meaning  to  the  term 
hollow  forces,  and  it  appears  the  DOD  is  not  only  repeating  the 
errors  of  past  drawdowns  but  may  be  creating  new  ones.  Our  past 
history  as  a  nation  has  shown  that  cuts  of  this  magnitude  have  had 
little  if  any  assurance  of  reducing  the  deficit.  The  past  has  shown 
that  such  cuts  have  often  resulted  in  a  weakened  America  that 
could  invite  hostile  threats,  greater  challenges  to  our  leadership, 
and  could  limit  the  imposition  of  America's  will  abroad. 

We  know  also  that  a  strong  national  defense  contributes  to  a 
strong  economy  and  does  not  detract  from  it.  A  well-manned  and 
equipped  armed  forces  and  a  vibrant  defense  industry  are  life  in- 
surance policies  that  keep  more  Americans  employed  with  high  in- 
comes in  the  business  of  national  defense. 

We  continue  to  believe  that  the  armed  forces  should  not  be  pe- 
nalized for  a  deficit  they  did  create.  There  are  problems,  reflected 
in  the  difficulty  recruiters  are  having  in  meeting  quality  goals  for 
new  recruits.  The  Army  has  reported  it  has  reached  a  10-year  low 
in  quality  recruiting. 

Mr.  MuRTHA.  Let  me  stop  you  there  because  I  want  to  make  a 
couple  of  comments.  I  read  your  testimony  and  we  will  put  it  in  the 
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record.  We  appreciate  your  concern.  I  have  been  saying  this  for  six 
or  seven  months.  We  have  a  great  concern  that  if  the  tempo  of  op- 
erations doesn't  subside — and  it  doesn't  look  like  it  is — we  are  cut- 
ting the  Armed  Services  below  a  level  where  we  are  able  to  have 
an  efficient  and  effective  force. 

I  tell  the  story  over  and  over  again,  but  in  1980  we  had  a  force 
about  the  same  size  as  in  1991  and  they  couldn't  even  pull  off  a 
Desert  One  in  1980,  and  you  remember  Desert  One  was  the  Iranian 
incursion.  So  we  have  a  great  concern  about  it. 

We  are  going  to  try  to  do  something  about  pay  by  trying  to  add  $50 
a  month  for  the  people,  at  least  at  the  lower  ranks.  So  we  have  the 
same  concerns  you  have. 

We  appreciate  your  testimony  and  appreciate  your  coming  before 
the  Committee.  Thank  you  very  much. 

[The  statement  of  Mr.  Duggan  follows:] 
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STATEMEMT  OF  DEMNIS  M.  DU6GAN,  ASSISTANT  DIRECTOR 

NATIONAL  SECURITY/FOREIGN  RELATIONS  DIVISION 

THE  AMERICAN  LEGION 

BEFORE  THE  SUBCOMMITTEE  ON  DEFENSE 

COMMITTEE  ON  APPROPRIATIONS 

U.S.  HOUSE  OF  REPRESENTATIVES 

MAY  e,    1993 


Mr.  Chairman,  The  American  Legion  is  pleased  to  appear 
before  this  Subcommittee  to  express  its  FY  1994  defense 
appropriations  concerns.  Since  the  Legion's  founding  in 
1919,  it  continues  to  be  an  ardent  and  consistent  supporter 
of  a  strong  national  defense.  In  1918  and  1945,  this  nation 
emerged  as  the  world's  leading  power,  and  peace  clouded  its 
actions  for  preserving  viable  military  forces.  The  "war  to 
end  all  wars"  and  the  "big  one"  were  closely  followed  by 
Korea,  Vietnam,  Grenada,  Panama,  and  the  Persian  Gulf  War. 
The  American  Legion,  hopes  that  a  national  consensus  for 
ensuring  a  national  defense,  second  to  none,  is  not  blurred 
by  the  current  whirlwind  of  changes  in  budgetary  priorities 
following  the  Cold  War. 

The  Legion  believes  this  nation's  military  forces  must  be 
well-manned  and  equipped,  not  to  pursue  war,  but  to  preserve 
and  protect  the  h^rd-earned  peace.  As  the  world's  only 
remaining  superpower,  America's  military  strength  must  not 
be  weakened  by  massive  and  premature  reductions  in  seasoned 
military  manpower  in  a  still  dangerous  and  unstable  world. 
While  Cold  War  threats  of  superpower  confrontation  have 
diminished,  real  and  potential  threats  still  exist.  Our 
Armed  Forces  are  deployed  throughout  the  world  in  missions 
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that  are  either  feuniliar  or  new.  They  include  a 
humanitarian  mission  in  Somalia,  still  contending  with 
Suddam  Hussein  in  the  Middle  East,  and  now  participating  in 
the  no-fly  zone  in  Bosnia.  We  are  witnessing  increasing 
threats  to  the  democratic  reforms  in  Russia,  as  the  United 
States  is  being  drawn  into  the  world  debate  to  save 
President  Yeltsin  and  his  reforms.  These  uncertainties 
coupled  with  the  retention  of  nuclear  weapons  in  the  former 
Soviet  Republics  and  nuclear  weapon  development  in  North 
Korea  are  causes  for  concern  to  all  Americans.  America's 
leadership  role  in  the  world  is  changing,  but  it  certainly 
has  not  ended.  In  fact,  it  appears  to  be  expanding  and 
deepening. 

Mr.  Chairman,  the  Fiscal  Year  1994  Defense  Budget  Request 
seeks  to  reduce  the  active  Armed  Forces  by  another  108,000 
so  that  military  end  strengths  will  reach  1.6  million  by 
1994,  rather  than  1995  and  is  projected  to  be  cut  even 
deeper  in  the  future.  The  National  Military  Strategy,  as 
recommended  by  th&  Joint  Chiefs  of  Staff,  called  for  a  base 
force  strength  of  1.6  million  by  1995.  Why  are  we 
accelerating  the  cuts  faster  than  a  recommendation  by  those 
whom  we  have  entrusted  with  our  national  security?  The 
Legion  believes  that  this  downsizing  is  based  more  upon 
fiscal  imperatives  than  on  current  and  foreseeable  threat 
levels.  Such  a  strategy  is  to  be  achieved  by  not  merely 
reducing  Active  and  Reserve  Component  strength  levels,  but 
by  eliminating  entire  units.     The  Legion   fears  these 
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proposed  reductions  gives  new  meaning  to  the  term  "hollow 
forces."  It  appears  that  the  DOD  is  not  only  replicating 
the  errors  of  past  drawdowns,  but  may  be  creating  new  ones. 
Recognizably,  the  FY  1994  defense  budget  represents  the 
first  budget  since  the  1990  budget  summit  whereby  defense 
spending  may  be  shifted  to  domestic  priorities  in  the  name 
of  a  peace  dividend.  We  submit  that  if  there  were  a  so- 
called  peace  dividend,  it  should  rightfully  go  to  our 
veterans  and  men  and  women  in  the  Armed  Forces  who  through 
their  many  sacrifices  won  the  hot  wars  and  the  Cold  War  and 
who  have  made  possible  the  peace  we  enjoy  today. 
The  FY  1994  DOD  budget  would  also  reduce  the  Bush 
Administration's  budget  authority  by  $10  billion  and  cut  at 
least  $88  billion  from  defense  budget  authority  from  FY  1994 
through  FY  1997.  History  has  shown  that  cuts  of  this 
magnitude  have  had  little  assurance  of  reducing  the  deficit, 
as  commendable  as  that  objective  is,  but  our  past  has 
repeatedly  shown  that  such  reductions  in  our  defense  posture 
have  resulted  in  a  weakened  America  that  would  invite 
threats  to  our  national  security  well-being  and  inevitably 
place  American  lives  at  risk. 

We  believe  that  Congress  should  not  accept  any  five-year 
defense  projection  without  a  detailed  explanation  of  the 
Administration's  defense  objectives.  Force  structuring  is  a 
complex  military  art  and  not  a  predictable,  exact  science. 
We  believe  it  is  better  to  err  on  the  side  of  maintaining 
larger   forces.     Today,   threat-based   planning   remains 
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reactive  and  largely  incapable  of  performing  the  most 
important  military  function;  namely,  shaping  the 
international  security  environment  to  deter  the  emergence  of 
unforseen  threats. 

A  strong  national  defense  contributes  to  a  strong  economy 
and  does  not  detract  from  it.  A  strong  national  defense  and 
a  strong  economy  are  in  fact  mutually  dependent.  A  well- 
manned  and  well-equipped  Armed  Forces  and  a  vibrant  defense 
industry  are  an  insurance  policy  which  keeps  more  Americans 
employed  with  higher  incomes  in  the  business  of  national 
defense  and  provides  the  secure  environment  for  our  economy 
to  flourish.  The  Armed  Forces  should  not  be  penalized  for  a 
deficit  it  did  not  create  and  does  not  sustain. 
The  Legion  believes  that  the  DOD  should  proceed  slowly  and 
exercise  great  caution  in  downsizing  one  of  the  finest  All- 
Volunteer  Forces  this  country  ever  produced.  Once  trained 
personnel  and  units  are  gone,  they  cannot  be  rapidly 
reconstituted  without  the  costly  expenditures  of  time, 
money,  and  lives.  We  firmly  believe  that  the  inevitability 
of  a  smaller  Active  Duty  force  reinforces  the  need  for  fully 
combat-ready  National  Guard  and  Reserve  Forces  which  are 
completely  integrated  into  the  Total  Force,  and  that 
realistic  missions  be  assigned  to  Guard  and  Reserve  vinits 
which  deal  with  our  national  defense. 

Smaller  Active  Duty  Forces  also  accentuate  the  need  to 
retain  our  Selective  Service  System  and  its  Registration 
Program.    This  cost  effective,  highly  successful  system 
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insxires  that  we  have  an  identified  manpower  tool  that  could 
more  rapidly  augment  our  military  manpower  needs  in  the 
event  of  mobilization  or  extended  warfare.  Registration  for 
the  Selective  Service  also  places  the  concept  of  service  to 
the  nation  in  its  proper  perspective  with  the  direct 
involvement  of  Americans.  The  national  defense  needs  of  our 
nation  is  the  business  of  all  Americans. 

Maintaining  the  quantity  and  quality  of  the  All-Volunteer 
Force  is  directly  tied  to  such  factors  as  career  stability, 
military  pay,  and  the  quality  of  military  life.  Over  the 
past  decade,  we  have  developed  a  quality  All-Volunteer  Force 
which  is  well-trained,  properly  equipped,  and  professionally 
lead.  We  must  insure  that  the  resources  which  built  this 
force  are  not  the  first  candidates  of  reduced  defense 
spending. 

As  an  excunple  of  the  adverse  impact  defense  spending  cuts 
are  having  on  the  All-Volunteer  Force,  the  Chairman  of  the 
Joint  Chiefs  of  Staff  cited  recent  indications  that 
recruiters  are  having  difficulty  meeting  quality  goals  for 
new  enlistees.  There  were  drops  reported  in  the  percentage 
of  high  school  graduates  eunong  new  recruits  and  a 
substantial  decline  in  the  numbers  of  young  men  considering 
enlistment  for  each  of  the  last  two  years.  The  reasons 
cited  as  the  causes  for  diminished  recruiting  include 
reduced  career  opportunities,  and  a  post-Persian  Gulf  War 
awareness  of  the  "arduousness  of  military  life."    The 
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American  Legion  supports  increased  funding  for  recruiting 
pvirposes  in  all  the  Services. 

Mr.  Chairman,  there  are  a  number  of  issues  related  to  the 
quality  of  life  for  the  dedicated  men  and  women  serving  in 
the  Armed  Forces.  Legionnaires,  while  visiting  military 
installations,  have  detected  considerable  anxieties  eunong 
military  personnel  who  are  being  forced  to  mcUce  painful 
career  decisions.  These  anxieties  include  the  lack  of 
career  stability,  a  new  directive  on  homosexuals  serving  in 
the  Armed  Forces,  the  proposed  freeze  on  military  pay 
increases  in  FY  1994,  and  the  continued  erosion  of  military 
benefits. 

The  American  Legion  strongly  opposes  the  proposed  freeze  on 
military  pay  increases  in  FY  1994  and  limiting  increases  in 
the  next  four  years.  We  believe  that  the  Administration  is 
sending  the  wrong  message  at  the  wrong  time.  Annual 
military  compensation  raises  must  continue  if  we  are  to 
recruit  and  retain  quality  service  members  in  the  Armed 
Forces.  We  would  point  out  that  pay  comparability  between 
the  Armed  Forces  and  the  civilian  sector  is  still  a  goal, 
not  a  reality.  DOD  estimates  that  service  men  and  women  are 
still  paid  more  than  12  percent  below  the  civilian  level. 
Our  commitment  to  attract  the  highest  caliber  youth  to 
military  service  strengthens  our  utmost  support  for  the 
Montgomery  G.I.  Bill.  The  American  Legion,  which  drafted 
the  original  G.I.  Bill  of  Rights  in  1944,  fully  supported 
"the  Desert  Storm  Servicepersons '  Readjustment  Act  of  1992" 
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(S.  2331)  introduced  last  year  by  Senator  DeConcini.  The 
Montgomery  G.I.  Bill  was  skillfully  crafted  to  meet  the 
needs  of  a  peacetime,  all-volunteer  military  system.  The 
Desert  Storm  G.I.  Bill  will  correct  inequities  of  the 
current  Public  Law.  The  Persian  Gulf  War  mandated  that  the 
nation's  newest  generation  of  wartime  veterans  receive  the 
same  degree  of  educational  benefits  as  did  others  who 
answered  their  country's  call  to  arms.  Despite  their 
wartime  service,  veterans  receive  only  $400  per  month  or 
about  42  percent  of  the  national  average  tuition  and  costs 
of  attending  a  state-supported  university. 

To  compound  this  inequity  the  veteran  has  to  contribute 
$1200  from  his  first  year's  income  for  this  entitlement. 
Activated  Reservists  and  National  Guard  members  who  served 
in  that  theater  of  operations  during  the  Persian  Gulf  War 
are  not  entitled  to  the  same  educational  compensation 
benefits  of  Active  Duty  personnel.  Nor  does  the  current 
G.I.  Bill  allow  personnel  with  an  undergraduate  degree  to 
pursue  higher  education. 

The  Legion  has  also  noted  that  the  Administration  proposes 
to  raise  the  soldier's  annual  contribution  from  $1200  to 
$1600  for  Montgomery  G.I.  Bill  benefits.  Such  an  increase 
is  unfair  to  service  members  and,  in  all  likelihood,  could 
adversely  impact  on  recruiting  efforts.  We  are  particularly 
concerned  that  raising  service  members'  contributions  has 
been  proposed  while  a  more  generous  national  service 
educational  program  for  non-military  participants  is  being 
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considered.  In  our  view,  military  service  represents  the 
most  selfless  service  to  the  nation,  and  no  national  service 
program  could  ever  compare  to  the  risks,  hazards  and 
sacrifices  endured  by  our  men  and  women  wearing  the  uniform 
of  their  country. 

Higher  education  means  greater  opportvinity  for  better  paying 
employment  which  translates  into  increased  revenues  for  the 
States  and  the  nation.  The  6.1.  Bill  enabled  economically 
disadvantaged  veterans  to  obtain  a  dream,  a  college 
education  or  vocational  training.  The  American  Legion 
adeunantly  opposes  any  further  increases  in  the  service 
members*  contribution  to  pay  for  their  own  educational  and 
vocational  benefits. 

Feunilies  of  military  members  are  a  major  part  of  the  quality 
of  life  equation.  Whether  a  good  soldier,  sailor,  airman  or 
Marine  remains  in  the  Service  is  often  decided  by  the 
family's  perception  of  whether  an  adequate  quality  of  life 
is  being  provided  by  the  Service  and  whether  the  service 
member  and  his  family  have  been  fairly  treated  in  exchange 
for  the  hardships,  family  separations,  possibilities  of 
combat  and  the  anxieties  of  force  reductions  which  are  all 
attendant  to  contemporary  military  life. 

The  American  Legion  also  strongly  urges  Congress  to  preserve 
the  guarantee  of  purchasing  power  for  all  retired  military 
personnel  by  insuring  that  cost-of-living  adjustments 
(COLAs)  are  consistent  with  inflation  factors,  regardless  of 
age.    Military  retirees  are  the  only  group  of  federal 
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retirees  being  targeted  for  reduced  COLAs  which  we  believe 
is  highly  discriminatory.  We  reject  the  proposal  to  cap 
military  retiree  COLAs  by  one-half  of  the  CPi  until  they 
reach  age  62.  This  age  group  of  military  retirees,  for  the 
most  part,  continues  to  be  wage  earners  pursuing  second 
careers  and  are  too  young  to  be  fully  retired.  Again,  the 
Administration  is  sending  the  wrong  signal  as  military 
retirees  younger  than  age  62,  who  comprise  the  majority  of 
retirees,  need  to  retain  their  purchasing  power  every  bit  as 
much  as  those  age  62  and  over.  It  is  the  continued  erosion, 
or  threat  of  erosion,  of  benefits  such  as  these  and  promised 
health  care  which  can,  and  will,  deter  quality  people  from 
pursuing  a  military  career. 

Today,  there  are  about  9.5  million  beneficiaries  in  the 
military  health  care  progreun;  and  military  retirees  and 
dependents  meUce  up  more  than  50  percent  of  that  number.  The 
sense  of  the  Congressional  resolution  in  the  National 
Defense  Authorization  Act  for  FY  1993  reaffirms  the  basis  of 
health  care  promised  p.n  law  and  tradition  dating  back  more 
than  two  centxiries.  We  in  The  American  Legion  believe  that 
care  can  best  be  delivered  through  a  strong,  effective 
Uniformed  Seirvices  Health  Care  Delivery  System,  trained  and 
ready  to  support  the  full  range  of  medical  services. 
Military  retirees  and  their  dependents  are  covered  under  the 
CHAMPUS  health  care  system  until  age  65  when  they  are  no 
longer  eligible  for  CHAMPUS  as  they  become  MEDICARE 
eligible.   MEDICARE  covers  much  less  than  CHAMPUS  and,  like 
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CHAMPUS,  must  be  supplemented  by  expensive  health  insvirance. 
Many  of  our  military  retirees  are  living  on  fixed  incomes 
and  were  subjected  to  a  tripling  of  deductibles.  The 
American  Legion  supports  full-funding  of  the  CHAMPUS  progreun 
by  DOD  and  we  favor  legislation  which  would  call  for  the 
continuation  of  CHAMPUS  coverage  for  all  military  retirees 
beyond  the  age  of  65.  As  a  minimum,  CHAMPUS /CHAMPVA 
entitlements  should  be  used  as  supplemental  coverage  to 
MEDICARE. 

We  are  all  aware  of  the  spiraling  CHAMPUS  health  care  costs 
and,  unquestionably,  health  care  reform  is  overdue.  We 
oppose,  however,  the  imposition  of  any  premiums  or  medical 
user  fees  as  military  retirees  are  already  paying  higher 
deductibles  and  co-payments. 

The  closing  of  more  military  bases  can  be  explained  away  in 
light  of  the  continuing  downsizing  of  the  force.  However, 
the  concomitant  closure  of  military  medical  facilities  will 
surely  exacerbate  an  already  serious  health  care  situation. 
With  the  probable  closure  of  at  least  nine  military 
hospitals  and/or  clinics  in  the  latest  round  of  base 
closures,  it  is  estimated  that  more  than  260,000 
beneficiaries  will  be  affected  with  roughly  one-third  of 
them  on  MEDICARE.  The  impending  loss  of  free  prescriptions 
is  particularly  alarming  for  fully  retired  patients  on 
MEDICARE  which  does  not  pay  for  medications. 
The  American  Legion  continues  to  support  legislation  to 
correct  the  inequity  that  prevents  the  concurrent  receipt  of 
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military  retired  pay  and  veterans  disability  compensation. 
Unlike  military  retires,  civil  service  retirees  receiving 
veterans  disability  compensation  are  not  subject  to  this 
restriction.  The  Legion  recommends  full  payment  of  both 
military  retirement  pay  and  veterans  disability  compensation 
for  disabled  military  retirees. 

In  creating  involuntary  separation  pay.  Voluntary  Separation 
Incentives  (VSI)  and  Special  Separation  Bonuses  (SSB) , 
Congress  included  provisions  in  the  law  requiring  a 
forfeitiire  of  these  payments  in  an  amount  equal  to  any 
veterans  disability  compensation  received  after  discharge. 
This  is  a  carry-over  of  the  unfair  law  which  has 
historically  prohibited  the  concurrent  receipt  of  both  pays. 
VSI,  SSB  and  involuntary  separation,  or  severance  pay,  are 
entirely  different  in  scope  and  purpose  than  military 
retirement  pay.  They  were  designed  to  compensate  service 
members  for  lost  military  career  opportunities  and  to 
facilitate  readjustment  to  civilian  life.  They  are  totally 
iinrelated  to  any  disability  a  service  member  may  have 
incurred  dviring  his  service.  Those  who  were  disabled  in 
military  service  will  face  special  challenges  in 
readjustment  during  these  difficult  times.  The  Legion  urges 
the  Congress  not  to  add  to  these  challenges  by  requiring 
disabled  veterans  to  fund  their  own  disability  compensation 
pay  by  an  offset  of  their  separation  or  military  retirement 
pay. 
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The  Legion  also  supports  eunendlng  Public  Law  99-145  to 
eliminate  the  provision  that  the  automatic  age  62  offset  to 
the  military  retiree  Survivor  Benefit  Plan  (SBP)  with  Social 
Security  benefits.  Military  retirees  pay  into  both  SBP  and 
Social  Security,  and  their  survivors  pay  income  taxes  on 
both.  Military  survivors  should  be  rightfully  entitled  to 
receive  both  forms  of  benefit  without  any  offset.  The 
Legion  believes  that  survivors  of  military  retirees  should 
also  be  entitled  to  receipt  of  full  Social  Security  benefits 
which  they  may  have  earned  in  their  own  right. 
Mr.  Chairman,  America's  winning  technology  in  the  Persian 
Gulf  War,  like  its  victorious  All-Volunteer  Force,  did  not 
develop  overnight,  but  had  its  genesis  in  the  decade  of  the 
1980 's.  The  modernization  of  the  Armed  Forces  must  be  a 
continuing  process.  Once  a  conflict  develops,  it  is  too 
late  to  decide  whether  America's  defense  industry  has  the 
capability  to  mass  produce  advanced  technologies.  The 
American  fighting  man,  put  in  harm's  way,  must  be  equipped 
and  armed  with  state-of-the-art  technology.  A  vibrant 
defense  industrial  base  will  ensure  that  military  production 
can  surge  when  required. 

The  Legion  supports  the  Army's  RAH-66  COMANCHE  helicopter 
production,  the  retention  of  an  absolute  minimum  of  12- 
carrier  Navy  battle  group,  development  of  a  Navy  stealth 
attack  aircraft,  continued  production  of  SSN-21  SEAWOLF 
submarines,  and  production  of  the  V-22  OSPREY  aircraft  for 
the  Marine  Corps.   The  Persian  Gulf  War  highlighted  the  dire 
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need  for  the  Navy  to  immediately  augment  its  seal  if  t  and 
that  our  Merchant  Marine  be  rebuilt  as  second  to  none. 
We  support  the  Air  Force's  modernization  progreun  for 
production  of  the  F-22  fighter,  full-scale  production  of  C- 
17  aircraft,  and  production  of  a  new  military  space-launch 
system  compatible  with  those  of  the  private  sector.  The 
Legion  also  recommends  maintaining  the  current  inventory  of 
intercontinental  ballistic  missiles  and  sufficient  warheads 
to  be  a  hedge  against  unforseeable  threats. 

The  Legion  firmly  believes  that  as  long  as  the  potential  for 
nuclear  proliferation  exists,  that  America  should  continue 
to  retain  its  edge  in  nuclear  capabilities  as  represented  by 
the  TRIAD  system.  The  Strategic  Defense  Initiative  and  its 
follow-on  Global  Protection  Against  Limited  Strikes  (GPALS) 
and  Brilliant  Pebbles  Systems  should  be  fully  funded, 
developed  and  deployed. 

Finally,  as  we  face  continuing  action  for  the  foreseeable 
futvire  on  base  closures  and  declining  defense  budgets,  we 
urge  your  strong  support  for  defense  conversion  progreuns; 
use  of  closing  installations  for  National  Guard  and  Reserve 
units  for  readiness  purposes;  and  for  continued  DOD  support 
of  civilian  marksmanship  progreuns  to  inform  and  train 
American  youth. 

In  conclusion,  the  United  States  has  entered  five  major  wars 
in  this  century.  Only  in  Operation  Desert  Storm  were  we 
fully  prepared  to  fight.  This  most  recent  conflict  should 
serve  as  a  reminder  that  deterrence  is  meaningless  without  a 
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strong  military  force,  the  will  to  employ  it,   and  the 

support  of  the  American  people. 

As  Somerset  Maugham  once  wrote:    "If  a  nation  values 

anything  more  than  its  freedom,  it  will  lose  its  freedom; 

and,  the  irony  of  it  is  that  if  it  is  comfort  or  money  that 

it  values  more,  it  will  lose  that  too.** 

Mr.  Chairman,  this  concludes  The  American  Legion  statement. 
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Thursday,  May  6,  1993. 
ARMY  AEROMEDICAL  EVACUATION  SYSTEM 

WITNESS 

HON.  MICHAEL  J.  KOPETSKI,  A  REPRESENTATIVE  IN  CONGRESS  FROM 
THE  STATE  OF  OREGON 

Introduction 

Mr.  MuRTHA.  The  next  witness  is  the  Honorable  Michael  J.  Ko- 
petski,  a  Member  of  Congress  from  the  State  of  Oregon. 
Mr.  Kopetski. 

Statement  of  Mr.  Kopetski 

Mr.  Kopetski.  Thank  you,  Mr.  Chairman  and  Members  of  the 
Committee.  I  want  to  thank  you  for  the  opportunity  to  appear  here 
today.  I  recognize  fully  the  gravity  and  the  volume  of  decisions  the 
Committee  makes,  and  I  will  be  brief. 

Last  year,  I  and  several  other  Members  testified  that  a  severe  de- 
ficiency in  Army  Aeromedical  Evacuation  was  discovered  during 
operation  Desert  Shield  and  Desert  Storm.  Existing  helicopters  are 
limited  in  capacity,  speed  and  range. 

If  Operation  Desert  Storm  had  continued  for  a  longer  period  of 
time  or  involved  a  greater  number  of  casualties,  the  capabilities  of 
the  Aeromedical  Evacuation  System  may  have  failed  to  meet  the 
Army  Medical  Department's  minimum  requirements  for  casualty 
transport  times. 

The  proposed  solution  was  a  mixture  of  helicopters  and  fixed- 
wing  STOL  aircraft  to  perform  the  Aeromedical  Evacuation  mis- 
sion. Because  of  its  performance  in  Desert  Shield/Desert  Storm  and 
its  capabilities  assets,  the  Army  National  Guard  was  deemed  to  be 
in  a  unique  position  to  support  the  regular  Army  in  providing  ex- 
panded, cost-effective  aeromedical  services.  Accordingly,  Congress 
appropriated  $57  million  for  ARNG  to  acquire  10  CASA  C-212 
STOL  aircraft. 

Six  of  the  10  CASA  C-212's  were  for  the  State  of  Alaska  to  re- 
place Twin  Otter  UV-18's,  and  four  were  to  initiate  the  High-Ca- 
pacity Air  Ambulance  mission  fulfillment.  Two  of  these  four  were 
slated  for  my  own  State  of  Oregon.  The  Guard  is  requesting  author- 
ization and  appropriations  for  an  additional  12  for  the  HCAA  re- 
quirement, four  of  which  will  go  to  the  Oregon  National  Guard,  the 
remainder  to  Georgia,  Tennessee  and  South  Carolina. 

I  want  to  thank  the  Committee  for  its  support  last  year,  and  I 
am  here  to  urge  the  full  appropriation  necessary  to  acquire  the  ad- 
ditional four  CASA  C-212's. 

It  is  not  just  for  military  application,  Mr.  Chairman.  My  district 
faced  an  earthquake  about  a  month  ago.  We  see  floods  in  San  An- 
tonio and  other  natural  disasters  that  occur  in  communities 
throughout  the  United  States  on  a  regular  basis,  and  I  think,  de- 
pending on  the  severity  of  the  disaster,  this  can  also  meet  a  com- 
munity need  in  emergency  situations  as  well. 

Let  me  also  mention  my  support  for  full  funding  of  the  Contrac- 
tor Life  Cycle  Support  for  the  CASA  C-212's.  I  also  want  to  briefly 
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mention  two  other  important  appropriation  items.  First,  a  million 
and  a  half  dollars  appropriation  for  the  Center  of  Application  of 
Advanced  Material  Science  and  Engineering  Concepts  of  the 
Oregon  Graduate  Institute  in  Beaverton,  Oregon,  which  is  outside 
of  my  district  but  in  former  Congressman  Les  AuCoin's  and  now  in 
Congresswoman  Elizabeth  Purse's  district,  have  worked  coopera- 
tively with  Navy  Mantech  to  develop  and  translate  electroslag  and 
related  materials  surface  technologies  to  Navel  shipyards. 

Electroslag  techology  is  being  developed  as  an  alternative  to  cur- 
rent techniques  for  protecting  propeller  shafts  from  seawater  rust 
and  corrosion  on  naval  vessels.  The  technology  has  two  advantages. 
It  saves  the  Navy  money  of  ship  repair  costs  and  it  produces  a 
more  reliable  and  technically  advanced  shaft. 

Second,  I  respectfully  request  the  Committee  continue  to  fund 
the  Pacific  Software  Research  Center  at  $3.5  million  to  the  Air 
Force  critical  systems  account.  Congress  recognized  the  need  to 
expand  the  Nation's  commitment  to  high-performance  computing 
and  its  application  in  the  High-Performance  Computing  and  Com- 
munications Act. 

At  this  point,  I  will  summarize  my  testimony.  I  want  to  thank 
you  and  the  Members  of  the  Committee.  If  you  have  questions,  I 
will  be  glad  to  answer  them. 

Mr.  MuRTHA.  I  appreciate  it.  You  were  instrumental  in  getting 
the  CASA  aircraft  and  we  were  convinced  by  your  arguments  last 
year  and  hope  that  program  goes  forward. 

As  you  know,  we  in  effect  have  declined  to  reprogram  those 
funds.  We  will  take  a  look  at  these  others.  We  appreciate  your 
advice  and  appearing  before  the  Committee.  Your  entire  statement 
will  appear  in  the  record. 

Mr.  KoPETSKi.  Thank  you,  Mr.  Chairman. 

[The  statement  of  Mr.  Kopetski  follows:] 
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CONGRESSMAN  MIKE  KOPETSKI 

STATEMENT  BEFORE  THE  APPROPRIATIONS  COMMITTEE 

SUBCOMMITTEE  ON  DEFENSE 

May  6,  1993 

Mr.  Chaiiman,  Mr.  McDade,  members  of  the  subcommittee,  I  want  to  thank  you  for 
the  opportunity  to  appear  here  today.   I  recognize  fiilly  both  the  gravity  and  the  sheer  volume 
of  decisions  this  subcommittee  must  make  and,  accordingly,  I  will  be  brief. 

Last  year,  I  and  several  other  of  our  colleagues  testified  that  a  severe  deficiency  in 
Army  Aeromedical  Evacuation  was  discovered  during  Operation  Desert  Shield  and  Desert 
Storm;  existing  helicopters  are  limited  in  capacity,  speed,  and  range.   If  Operation  Desert 
Storm  had  continued  for  a  longer  period  of  time  or  involved  greater  numbers  of  casualties, 
the  capabilities  of  the  Aeromedical  Evacuation  System  may  have  failed  to  meet  the  Army 
Medical  Department's  minimum  requirements  for  casualty  transport  times. 

The  proposed  solution  was  a  mixture  of  helicopters  and  fixed  wing  STOL  (Short 
Take-Off  and  Landing)  Aircraft  to  perform  the  Aeromedical  Evacuation  mission.   Because  of 
its  performance  in  Desert  Shield/Desert  Storm  and  its  capabilities  and  assets,  the  Army 
National  Guard  (ARNG)  was  deemed  to  be  in  a  unique  position  to  support  the  regular  Army 
in  providing  expanded,  cost  effective  aeromedical  services.    Accordingly,  Congress 
appropriated  $57  million  for  ARNG  to  acquire  ten  CAS  A  C-212  STOL  Aircraft. 

Six  of  the  ten  CAS  A  C-212s  were  for  the  state  of  Alaska  to  replace  Twin  Otter  UV- 
18s,  and  four  were  to  initiate  the  High  Capacity  Air  Ambulance  (HCAA)  mission  fulfillment. 
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Two  of  these  four  were  slated  for  my  own  state  of  Oregon.   ARNG  is  requesting 
authorization  and  appropriations  for  an  additional  twelve  CAS  A  C-212s  in  FY  1994  for  the 
HCAA  requirement,  four  of  which  will  go  to  the  Oregon  National  Guard.    The  remainder 
will  go  to  Georgia  (four),  Tennessee  (two),  and  South  Carolina  (two).   I  want  to  thank  the 
committee  for  their  support  on  this  issue  last  year,  and  I'm  here  today  to  urge  the  full 
appropriation  necessary  to  acquire  the  twelve  additional  CASA  C-212s.   It  is  my 
understanding  that  the  subcommittee  is  aware  of  the  Army  National  Guard's  request  for 
funding  for  these  twelve  additional  aircraft. 

Additionally,  I  am  here  to  support  full  funding  for  Contractor  Life  Cycle  Support 
(CLCS)  for  the  CASA  C-212  Aircraft.    The  Army  National  Guard  estimates  that  total  costs 
for  CLCS  will  be  $4.9  million.    This  figure  includes  personnel,  facilities  and  administration, 
ground  support  equipment,  inventory  fmancing,  and  aircraft  flight  hours,  and  should  be 
added  to  the  Army  National  Guard  Operations  and  Maintenance  Account  and  identified 
specifically  as  CLCS  funds  to  be  used  only  for  the  C-212  Aircraft.    Again,  I  think  we  all 
agree  that  Desert  Storm  highlighted  a  weakness  in  our  force  structure.    I  urge  the 
subcommittee  to  continue  its  support  for  the  Aeromedical  Evacuation  Battalion,  as  this  is  a 
necessary  addition  to  the  Army's  aeromedical  evacuation  units.   An  upgraded  system  will 
provide  a  more  rapid,  responsive  and  flexible  aeromedical  evacuation  program  in  support  of 
the  Total  Army  in  both  peacetime  and  combat. 

At  this  point,  I  want  to  briefly  mention  two  other  important  appropriation  items. 
First,  a  $1.5  million  appropriation  for  the  Center  for  Application  of  Advance  Materials 
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Science  and  Engineering  Concq)ts.   Oregon  Graduate  Institute  in  Beaverton,  Oregon,  outside 
of  my  Congressional  District  has  worked  cooperatively  with  Navy  Mantech  to  develop  and 
transfer  electro-slag  and  related  materials  (metals)  surfacing  technologies  to  naval  shipyards. 
Hectro-slag  technology  is  being  developed  as  an  alternative  to  current  techniques  for 
protecting  propeller  shafts  from  sea  water  (rust  and  corrosion)  on  Navy  vessels.    The 
technology  has  two  advantages;  it  saves  the  Navy  money  on  ship  rq)air  costs  and  it  produces 
a  more  reliable  and  technically  advanced  shaft. 

Second,  I  respectfully  request  this  Subcommittee  continue  to  fund  the  Pacific  Software 
Research  Center  at  $3.5  million  through  the  Air  Force  critical  systems  account.    Congress 
recognized  the  need  to  expand  the  nation's  commitment  to  high  performance  computing  and 
its  applications  in  the  "High  Performance  Computing  and  Communications  Act."   As  a 
result,  several  federal  agencies  are  initiating  programs  to  support  research  focussing  on  the 
nation's  "Grand  Challenges"  of  science  and  engineering.   The  Pacific  Software  Research 
Center  will  continue  its  woric  with  the  Air  Force  to  address  "Grand  Challenge"  problems, 
expand  computer  science  research  activities  and  acquire  high  performance  computing 
infrastructure. 

Thank  you  Mr.  Chairman  and  Members  of  the  Subcommittee.   Please  do  not  hesitate 
to  call  upon  me  to  provide  any  necessary  assistance  in  support  of  the  programs  I've  discussed 
today. 
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Thursday,  May  6,  1993. 

ADVANCED  TURBINE  AGT-1500  ENGINE 

WITNESS 

HON.  ROSA  L.  DeLAURO,  A  REPRESENTATIVE  IN  CONGRESS  FROM  THE 
STATE  OF  CONNECTICUT 

Introduction 

Mr.  MuRTHA.  The  next  witness  is  the  Honorable  Rosa  DeLauro,  a 
Member  of  the  House  Appropriations  Committee  from  the  State  of 
Connecticut. 

Ms.  DeLauro. 

Statement  of  Ms.  DeLauro 

Ms.  DeLauro.  I  would  like  to  say  thank  you  to  you  and  to  the 
Committee  Members  for  your  time  and  your  consideration.  Few 
panels  will  have  to  make  the  number  of  difficult  decisions  that  you 
will  in  the  next  few  weeks.  As  a  new  Member  of  the  Appropria- 
tions Committee,  I  have  never  had  a  keener  awareness  of  what  the 
limitations  are  under  which  we  operate. 

One  of  the  greatest  changes  now  taking  place  due  to  cutbacks  in 
defense  spending  is  in  this  country's  military  industrial  base.  We 
have  to  make  the  difficult  decisions  about  which  weapons  systems 
and  components  are  vital  to  our  security  and  which  are  not. 

In  my  state,  Connecticut,  which  is  heavily  defense  dependent,  we 
have  witnessed  this  debate  firsthand.  As  a  result,  I  understand 
both  the  military  and  the  practical  consequences  of  losing  military 
industrial  base  capacity. 

One  of  these  decisions  involves  whether  or  not  we  will  continue 
building  engines  for  one  of  the  most  important  elements  of  our 
armed  forces,  the  M1A2  tank.  At  present,  there  are  no  new  re- 
quests from  the  United  States  Government  for  the  purchase  of  new 
tank  engines.  Only  foreign  military  sales  are  keeping  the  tank 
engine  production  lines  open,  and  those  will  expire  in  December  of 
1994.  There  are  no  firm  follow  on  orders  for  1995  or  beyond. 

These  engines  are  built  at  only  one  facility,  the  Textron /Lycom- 
ing plant  in  Stratford,  Connecticut.  Without  any  new  orders,  their 
production  line  for  the  advanced  turbine  AGT-1500  engine  will 
shut  down,  leaving  the  Army  without  the  capability  to  procure  new 
or  spare  engines. 

Mr.  Lewis.  What  was  that  number? 

Ms.  DeLauro.  AGT-1500.  The  Army  has  directed  $225  million  in 
fiscal  year  1993  to  begin  upgrading  approximately  1,000  of  its  Ml 
tanks  to  the  M1A2  configuration.  Yet,  the  engine  for  the  tank  has 
not  been  included  in  the  upgrade  program.  The  current  program 
simply  calls  for  the  tank  engines  to  be  overhauled. 

I  understand  that  the  Army  has  an  understanding  that  they  do 
have  a  problem  here.  I  am  frankly  puzzled  by  their  lack  of  a  clear 
strategy  on  the  issue  to  date.  It  doesn't  seem  to  have  been  fully 
thought  through  as  to  what  happens  if  we  lose  tank  engine  produc- 
tion capabilities.  The  end  result  will  be  a  tank  with  substantially 
less  capability  in  terms  of  speed  and  mobility  and  leave  the  Army 


475 

with  tanks  that  are  less  capable  than  those  that  we  are  selling 
overseas. 

There  are  three  basic  considerations:  Performance,  industrial 
base,  and  cost.  The  upgraded  M1A2  will  be  10  times  heavier  than 
the  existing  Ml  tank  because  of  improved  armor.  Even  with  new 
engines,  you  are  going  to  lose  something  in  terms  of  performance 
because  of  the  added  weight.  These  tanks  will  be  operating  with 
overhauled  engines.  That  means  that  the  M1A2  will  perform  with 
less  automotive  mobility  than  the  original  Ml  that  was  delivered 
13  years  ago.  It  raises  a  question  of  whether  or  not  we  want  to  put 
our  crews  into  a  vehicle  that  has  less  mobility  and  less  agility. 

In  addition,  overhauled  tank  engines  are  less  durable  than  new 
or  remanufactured  engines.  An  overhauled  engine  on  average  has 
less  than  a  quarter  of  the  life  expectancy  of  a  new  or  remanufac- 
tured engine. 

Even  more  significant  is  that,  if  the  engines  are  not  part  of  the 
upgrade  program,  we  are  going  to  lose  the  capability  to  produce 
new  engines  because  the  original  equipment  manufacturer  will  be 
forced  to  close  down  that  AGT-1500  production  line.  That  means 
that  we  are  not  going  to  be  able  to  have  the  capacity  to  manufac- 
ture the  only  ground  combat  vehicle  turbine  engine  in  the  United 
States,  which  I  believe  is  a  serious  flaw. 

Mr.  MuRTHA.  Let  me  stop  you  there,  because  I  think  you  have 
brought  up  a  good  point.  The  fact  is  that  the  initial  cost  is  more 
but  in  the  end  we  have  an  engine  which  costs  substantially  less 
in  the  long  run.  Of  course,  industrial  base  has  always  been  a  prob- 
lem with  us. 

I  appreciate  your  coming  before  the  Committee.  We  will  take  a 
look  at  it  and  see  what  we  can  do.  This  is  going  to  be  a  tough  deci- 
sion this  year  because  of  the  reduced  money.  With  regard  to  the 
industrial  base  problem,  witnesses  came  before  the  Committee  a 
couple  of  years  ago  and  said  that  there  are  9,000  different  welds  in 
a  tank;  so  once  you  lose  that  capability  you  have  lost  a  significant 
resource. 

Ms.  DeLauro.  I  understand  that  it  is  two  years  in  terms  of  start 
up  again  if  we  do  that,  which  doesn't  seem  to  me  that  is  the  kind  of 
position  that  we  want  to  be  in.  I  think  we  need  to  reconsider 
whether  or  not  we  want  to  go  out  of  the  tank  engine  business  at 
all. 

Mr.  MuRTHA.  We  appreciate  your  coming  before  the  Committee. 

[The  statement  of  Ms.  DeLauro  follows:] 
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TESTIMONY  OF  THE  HON.  ROSA  L.  DeLAURO 
BEFORE  THE  HOUSE  DEFENSE  APPROPRIATIONS  SUBCOMMITTEE 


MAY  6,  1993 


I  want  to  thank  Chairman  Murtha  for  the  opportunity  to  testify  here 
today,  and  the  rest  of  the  subcommittee  members  here  for  their  time  and 
consideration.    Few  panels  will  have  to  make  the  number  of  difficult  decisions 
that  you  face  over  the  course  of  the  next  few  weeks.    As  a  new  member  of  the 
Appropriations  Committee,  I  have  never  had  a  keener  awareness  of  the 
limitations  under  which  we  operate. 

One  of  the  greatest  changes  now  taking  place  due  to  cutbacks  in  defense 
spending  is  in  this  country's  military  industrial  base.    We  have  to  make  many 
difficult  decisions  about  which  weapons  systems  and  components  are  vital  to 
our  security,  and  which  are  not.    In  my  state,  which  is  heavily  defense 
dependent,  we  have  witnessed  this  debate  first-hand.    As  a  result,  I  understand 
both  the  military  and  practical  consequences  of  losing  military  industrial  base 
capacity. 

One  of  these  decisions  involves  whether  or  not  we  will  continue  building 
engines  for  one  of  the  most  important  elements  of  our  armed  forces  ~  the 
M1A2  tank.    At  present,  there  are  no  new  requests  from  the  United  States 
government  for  the  purchase  of  new  tank  engines.  Only  foreign  military  sales 
are  keeping  the  tank  engine  production  lines  open,  and  those  will  expire  in 
December  1994.    There  are  no  firm  follow-on  orders  for  1995  or  beyond. 

These  engines  are  built  at  only  one  facility   ~  the  Textron/Lycoming 
plant  in  Stratford,  Connecticut.    Without  any  new  orders  their  production  line 
for  the  advanced  turbine  ACT- 1500  engine  will  shut  down,  leaving  the  Army 
without  the  capability  to  procure  new  and  spare  engines  for  its  existing  tank 
fleet. 

As  you  know,  the  Army  has  been  directed  to  spend  $225  million  in  FY 
1993  to  begin  upgrading  approximately  1,000  of  its  Ml  tanks  to  the  M1A2 
configuration.    Yet  the  engine  for  the  tank  has  not  been  included  in  the 
upgrade  program.    The  current  program  proposal  simply  calls  for  the  tank's 
engine  to  be  overhauled.    It  is  my  understanding  that  the  Army  knows  that  it 
has  a  problem  here.    But,  frankly,  I  am  puzzled  by  their  lack  of  a  clear 
strategy  on  this  issue  to  date.    They  don't  appear  to  have  fully  thought  through 
the  ramifications  of  losing  their  tank  engine  production  capability.    The  end 
result  will  be  a  tank  with  substantially  less  capability  in  terms  of  speed  and 
mobility  ~  and  will  leave  the  U.S.  Army  with  tanks  that  are  less  capable  than 
those  we  are  selling  overseas. 
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There  are  three  basic  considerations  here.    Performance,    industrial  base 
and  cost.    The  upgraded  MlA2s  will  be  10  tons  heavier  than  the  existing  Ml 
tank  because  of  their  improved  armor.    Even  with  new  engines,  some 
performance  will  be  lost  because  of  the  added  weight.    Operating  with 
overhauled  engines,  the  M1A2  will  perform  with  less  automotive  ability  than 
the  original  Ml  delivered  13  years  ago  -  and  less  performance  than  our 
international  competition.    That  raises  the  question  of  whether  we  want  our 
crews  in  a  vehicle  that  has  less  mobility  and  agility  than  many  of  the  tanks  we 
have  sold  abroad  and  those  of  our  foreign  competition. 

In  addition,  overhauled  tank  engines  are  less  durable  than  new  or 
remanufactured  engines.    An  overhauled  engine  on  average  has  less  than  a 
quarter  of  the  life  expectancy  of  a  new  or  remanufactured  tank  engine. 

Even  more  significant,  if  engines  are  not  part  of  this  upgrade,  we  will 
completely  lose  the  ability  to  produce  new  engines  because  the  original 
equipment  manufacturer  (OEM)  will  be  forced  to  close  its  ACT- 1500 
production  lines.    That  means  we  will  not  have  the  capacity  to  manufacture  the 
only  ground  combat  vehicle  turbine  engine  in  the  United  States  —  a  serious 
blow  to  the  tank  industrial  base  and  an  action  with  important  consequences. 

Consider  the  fact  that,  if  the  Army  wanted  to  start  engine  production 
again  from  a  dead  stop,  estimates  are  that  it  would  take  at  least  two  years  for 
the  first  engine  to  come  off  the  line  ~  assuming  that  all  tooling  and  qualified 
personnel  will  be  available  at  the  moment  of  restart.    Yet,  as  the  Congressional 
Budget  Office  has  pointed  out,  in  a  time  of  crisis,  the  Army  will  need  tanks  in 
large  numbers.    In  a  dangerous  world  with  increasingly  unpredictable  threats, 
the  ability  to  rapidly  return  to  full  production  of  new  tank  engines  could  be 
critical. 

As  you  know,  each  of  these  decisions  has  a  human  cost.    Connecticut 
has  lost  nearly  180,000  manufacturing  jobs  in  the  past  four  years.    Tens  of 
thousands  of  those  have  been  defense  jobs.    If  the  OEM  closes  its  doors,  some 
2,500  additional  jobs  will  be  lost  in  addition  to  the  2,500  that  have  already 
been  let  go  in  efforts  to  scale  back  engine  production  to  accommodate  a 
shrinking  defense  budget. 

The  concerns  about  manufacturing  base  and  performance  could  be 
addressed  by  including  the  manufacture  or  remanufacture  of  AGT-1500  engines 
in  the  Ml  upgrade  program.    Textron/Lycoming  has  offered  a  proposal  to  the 
Army  that  calls  for  providing  new  tank  engines  for  the  206  tanks  that  are 
included  in  Phase  I  of  the  upgrade  program.    Phase  II  would  involve  the 
remanufacture  of  existing  engines  to  like-new  condition  with  manufacturer 
warranties  for  the  800-900  tanks  that  are  part  of  this  phase. 
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The  cost  for  including  new  engines  for  Phase  I  in  FY  1994  would  be  $17 
million  and  I  would  like  to  request  that  this  subcommittee  provide  this  funding. 

I  am  also  working  with  the  House  Armed  Services  Committee  to  provide  the 
appropriate  authorizing  language  for  this  expenditure. 

The  cost  of  a  new  engine  —  which  has  a  life  of  2,200  hours  between 
overhauls  —  is  $500,000.    The  cost  of  overhauling  an  engine  is  $80,000.    But 
the  time  between  overhauls  for  a  used  engine  is  only  an  average  of  400  hours. 
That  means  that  to  get  2,200  hours  out  of  an  overhauled  engine  would  cost 
roughly  $400,000  --  a  cost  differential  of  $100,000  per  engine. 

Please  keep  in  mind  that  engines  remanufactured  by  the  OEM  for  Phase 

II  would  be  half  the  cost  of  a  new  engine  —  $250,000  each  —  and  would  have 
like-new  performance  characteristics;  last  approximately  1,800  hours  between 
overhauls;  and  carry  a  manufacturers  warranty  for  two  years.    Using  new 
engines  during  Phase  I  allows  the  Army  to  maintain  its  upgrade  schedule  while 
it  works  with  the  OEM  to  develop  a  system  for  remanufacturing  old  engines. 

Preliminary  estimates  show  that,  for  the  first  seven  years  of  the  upgrade 
program,  the  difference  in  total  costs  between  overhauling  engines  and  using 
new  or  remanufactured  engines  would  be  about  $90  million.    For  that  price, 
we  would  get  improved  performance,  warranties  on  the  engines,  and  would 
maintain  our  tank  engine  industrial  base. 

Additional  calculations  about  the  costs  of  overhauling  engines  versus 
providing  new  and  remanufactured  engines  should  also  take  into  account  the 
costs  of  laying  away  tank  engine  production  lines.    If  these  lines  are  shut 
down,  there  will  be  the  costs  of  mothballing  and  maintaining  them  to  keep 
them  available  for  future  production.    Added  to  that  should  be  the  substantial 
start-up  costs  involved  in  bringing  the  lines  back  into  production  again. 

Our  ultimate  decision  has  to  be  whether  to  sacrifice  our  tank  engine 
production  capability,  or  to  shoulder  reasonable  additional  costs  associated  with 
keeping  production  lines  open.    I  would  argue  that,  given  the  increasing 
uncertainty  of  world  events  and  the  growing  reliance  of  the  world  community 
on  U.S.  military  leadership,  maintaining  production  of  such  a  vital  component 
of  our  military  is  a  very  wise  investment. 

Thank  you. 
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Thursday,  May  6,  1993. 
NAVAL  RESERVE  ASSOCIATION 

WITNESS 

CAPT.  J.  ROBERT  LUNNEY,  JAGC,  USNR  (RET.),  PRESIDENT,  NAVAL  RE- 
SERVE ASSOCIATION 

Introduction 

Mr.  MuRTHA.  The  next  witness  is  Captain  Robert  Lunney  of  the 
Naval  Reserve  Association. 
Captain  Lunney. 

Statement  of  Captain  Lunney 

Captain  Lunney.  Good  morning,  Mr.  Chairman  and  Congress- 
men. We  appreciate  the  opportunity  to  be  with  you.  I  represent  the 
Naval  Reserve  Association,  the  professional  organization  of  Naval 
Reserve  officers. 

One  thing  that  gives  us  great  concern,  Mr.  Chairman,  is  the  em- 
phasis I  would  like  to  put  here,  is  your  current  budget  that  is 
before  you  now  for  consideration  hits  the  Naval  Reserve  harder 
than  all  other  reserve  and  guard  components,  even  harder  than 
any  of  the  active  duty  forces. 

Remember  when  that  across-the-board  25  percent  was  supposed 
to  hit  all  of  us,  we  are  getting  hit  worse  than  any  other  reserve  or 
guard  component.  We  are  down  15  percent  in  the  fiscal  year  1993 
levels.  We  are  down  27  percent  from  fiscal  year  1991. 

Indeed,  I  don't  know  how  many  of  you  are  familiar  with  this  re- 
serve component  program  report  of  the  Reserve  Forces  Policy 
Board,  whether  this  becomes  a  coffee  table  magazine  or  not,  but 
that  is  the  statutory  publication  that  is  put  forth  annually  by  all 
seven  Reserve  and  Guard  components,  and  it  puts  forth  the  recom- 
mendations to  the  DOD.  Whether  the  DOD  passes  them  on  to  the 
President  or  to  this  panel  here  remains  to  be  seen,  but  indeed  they 
have  said,  and  this  is  their  report  January  1993,  "The  reserve  com- 
ponents have  repeatedly  demonstrated  that  they  can  accept  addi- 
tional roles  and  missions  if  adequately  resourced." 

The  budget  that  is  before  you  is  not  giving  us  adequate  resources. 
This  policy  board  report  is  something  that  I  recommend  to  your 
consideration. 

The  second  point  I  would  like  to  make  is  the  massive  Naval  Re- 
serve closures  of  the  BRAC  Commission.  We  are  getting  hit  with  38 
Naval  Reserve  installations  being  closed,  an  additional  18  host 
naval  bases.  We  are  hitting  the  Naval  Reserve  Air  Force  in  the 
Midwest,  they  are  closing  all  of  them  down.  They  are  closing  them 
all  down  in  the  Northeast. 

Demographics  are  so  important  as  to  where  these  people  work 
and  live,  where  they  can  have  access  to  their  reserve  facilities,  and 
we  are  being  hit  very  hard.  We  ask  you  to  look  into  that. 

Rather  than  rely  on  that  so-called  objective  Rand  report  which 
came  out  some  time  ago,  I  would  suggest  to  you,  look  at  the  panel 
that  put  it  together  where  they  suggest  we  in  the  Naval  Reserve 
can  live  with  65,000  selected  reserves.  You  will  see  there  was  no 
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real  representation  by  the  Naval  Reserve  that  conducted  that 
study.  It  was  principally  active  duty,  and  you  know  when  you  get 
into  the  "rice  bowl"  issues,  Reserve  and  Guard  get  secondary  treat- 
ment. We  ask  you  to  look  closely  at  that. 

We  urgently  request  that  the  fiscal  year  1994  Naval  Reserve 
force  levels  and  end  strength  be  maintained  at  fiscal  year  1993 
levels.  That  was  133,675,  that  is  selected  Reserve,  pending  further 
review  and  validation. 

Additionally,  we  ask  that  Reserve  pay  Navy  funding  of  $55  mil- 
lion be  added  on  for  fiscal  year  1994  to  maintain  that  end  strength. 

I  would  like  to  close,  Mr.  Chairman,  by  referring  to  another 
aspect  of  this  report  of  the  Reserve  Forces  Policy  Board.  Indeed, 
they  state  and  the  board  recommends  that  careful  analysis  be  con- 
ducted before  approving  Reserve  component  force  reductions  to 
ensure  full  consideration  of  reserve  component  cost  effectiveness 
and  force  capability. 

In  other  words,  these  figures  grabbed  out  of  the  air  without  any 
real  identification  and  linkage  to  the  demographics  of  our  Naval 
Reserve  is  going  to  be  catastrophic  for  our  national  defense. 

In  closing,  let  me  say,  Mr.  Chairman,  we  in  the  Naval  Reserve 
consider  the  number  one  issue  on  the  personnel  side  to  be  tlie  ban 
against  homosexuals.  We  strongly  thank  you  for  your  support  on 
that  issue  and  trust  you  will  keep  that  in  mind  because  that  is  so 
critical  to  the  United  States  Navy,  the  Reserve  and  the  Guard 
forces.  And  we  appreciate  that  very  much. 

Mr.  MuRTHA.  We  appreciate  your  appearing  before  the  Commit- 
tee. We  will  certainly  look  at  your  recommendations. 

[The  statement  of  Captain  Lunney  follows:] 
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STATEMENT  BY 

CAPT  J.  ROBERT  LUNNEY,  JAGC,  USNR  (RET) 

PRESIDENT  OF  THE 

NAVAL  RESERVE  ASSOCIATION 

TO  THE 

DEFENSE  SUBCOMMITTEE 

OF  THE 

HOUSE  COMMITTEE  ON  APPROPIRATIONS 

6  MAY  1993 
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IMAVAL  RESERVE  ASSOCIATIOIM 


1619  KtNG  STREET.  ALEXANDRIA,  VA  22314-2793 

PHONE   S4S- 5800— AREA  CODE  703 

FAX   703-683-3647 


CRPTMN  J.    RCBEirr  LUNNEY,    JAGC,   USNR   (RET) 


Captain  J.  Robert  Lunney,  JAGC,  USNR  (Ret)  is  the  22nd  President  of  the 
Naval  Reserve  Association.  The  Association  is  the  nationwide  professional 
organization  of  over  25,000  Naval  Reserve  officers. 

Lunney  served  during  WWII  in  the  Pacific  at  Saipan  and  Iwo  Jima  with  the 
Naval  Amphibious  Forces.  He  also  saw  service  in  the  Mercheint  Marine  during  the 
Korean  War  at  the  Inchon  Landing  and  was  decorated  for  his  courage  and 
resourcefulness  in  completing  "one  of  the  greatest  rescues  in  the  history  of  the 
world"  during  the  Chosin  Reservoir  Campaign  in  North  Korea  in  December  1950. 
Lunney' s  ship  entered  the  encircled  port  of  Hungnam,  aflame  from  enemy  gunfire 
and  held  its  position  in  the  shell  torn  harbor  until  14,000  men,  women  and 
children  had  crowded  aboard.  One  of  the  last  ships  to  leave  it  set  its  course 
through  enemy  mine  fields  and  after  a  three-day  voyage  arrived  safely  in  Pusan 
with  her  human  cargo,  including  several  babies  born  enroute,  without  loss  of  a 
. single  life. 

Lunney,  who  received  his  Doctor  of  Law  degree  from  the  Cornell  Law  School, 
is  a  partner  in  Lunney  &  Crocco,  a  Manhattan  firm  specializing  in  litigation. 
He  is  a  member  of  the  Sovereign  Military  Order  of  Malta  and  is  the  past 
president  of  the  Sons  of  the  Revolution  in  the  State  of  New  York.  He  lives  in 
Bronxville,  NY  with  his  wife  Joan,  the  Principal  of  P.S.  119  in  Brooklyn,  and 
their  son,  Alexander,  a  student  at  the  Bronxville  School. 
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Mr.  Chairman,  distinguished  members  of  the  Committee,  it  is  a  privilege  to 
present  the  views  of  the  Naval  Reserve  Association  to  the  Committee  for  your 
consideration.  We  want  to  thank  the  committee  for  its  past  support  of  all  the 
reserve  components,  and  in  particular  for  your  restoration  in  recent  years  of 
the  severe  and  arbitrary  cuts  in  the  Naval  Reserve  proposed  in  the  President's 
annual  Defense  Budget  Submissions. 

Once  again  the  Naval  Reserve  Association  is  before  this  Committee  seeking 
help  for  a  Naval  Reserve  that  Is  being  subjected  by  the  current  Defense  Budget 
and  other  factors  to  unwarranted  Fiscal  Year  '94  cuts  of  unreasonable 
proportion.  Once  again,  the  Naval  Reserve  Is  being  substantially  cut 
proportionately  more  than  any  of  the  active  or  other  reserve  components,  and 
there  appears  to  have  been  no  serious  effort  by  DoD  or  the  Navy  to  assign  a 
greater  portion  of  the  Navy  Total  Force  to  its  cost  effective  reserve  component. 
The  proposed  cut  in  Naval  Reserve  strength  for  FY'94  Is  20,275,  or  15%  from  the 
FY'93  Naval  Reserve  end-strength  of  133,675  down  to  113,400  in  FY'94.  It  would 
appear  that  the  Navy,  among  all  the  military  services,  is  the  most  hesitant  to 
accept  their  reserve  component  as  a  full  partner  In  the  Total  Force. 

Two  other  factors  endanger  the  continuance  of  the  Naval  Reserve  as  a  viable 
force  in  Fiscal  Year  1994  and  the  years  beyond.  The  Naval  Reserve  is  subject  to 
massive  BRAC  base  closures  this  year,  consisting  of  38  Naval  Reserve 
installations  and  18  closing  Navy  bases  hosting  Naval  Reserve  facilities,  which 
in  itself  is  an  effective  method  of  cutting  the  Naval  Reserve.  Only  4  of  38 
proposed  Naval  Reserve  base  closures  meet  minimum  BRAC/closure  criteria.  The 
other    factor    is    the    flawed    and    apparently    biased    Center    for    Naval    Analyses 
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conducted  Navy  portion  of  the  RAND  Force  Mix  Alternatives  Study,  which  gives 
short  shift  to  the  Naval  Reserve  and  advocates  a  predominately  active  Naval 
force.  Both  of  these  debilitative  actions  will  be  discussed  further  in  this 
statement. 

The  Naval  Reserve  Association  strongly  recommends  and  requests  that  the 
Fiscal  Year  1993  Naval  Reserve  force  levels  and  selected  reserve  end-strength  of 
133,675  be  retained  for  Fiscal  Year  1994  pending  further  review. 

In  their  January  1993  annual  report,  the  Reserve  Forces  Policy  Board 
addresses  base  closures,  "...base  closures  are  also  a  major  concern  due  to  loss 
of  training  sites,  support  services  and  proximity  to  Active  component  support. 
Impacts  on  Reserve  components  must  be  a  criterion  for  base  closure  decisions. 
The  board  continues  to  urge  that  consideration  be  given  to  the  impact  of  base 
closures  on  the  reserve  components  before  such  a  decision  is  made." 
Demographics  of  reservists  and  the  impact  of  base  closures  on  the  Reserve  were 
not  among  the  criteria  for  evaluating  BRAC  closure  nominations  this  year. 

The  Reserve  Forces  Policy  Board  further  recommends  in  their  latest  report, 
"....that  careful  analysis  be  conducted  before  approving  Reserve  Component  force 
reductions,  to  ensure  full  consideration  of  Reserve  component  cost  effectiveness 
and  force  capability.  If  budget  constraints  cause  the  service  to  make  force 
structure  reductions  in  the  Active  Forces,  a  thorough  analysis  should  be 
conducted  on  the  feasibility  and  cost  effectiveness  of  transferring  that 
capability  to  the   Reserve  Components."      CNA  failed   to   objectively  conduct   an 

in-depth    and    unbiased    analysis    utilizing    the    above    basic    premise    in    their 

I 
portion  of  the  RAND  report.  I 
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The  announced  Naval  Reserve  cuts  include  elimination  of  major  force 
structure  programs  Including  4  of  the  13  Naval  Reserve  P-3  maritime  patrol 
squadrons.  These  VP  squadrons,  manned  by  365  reservists  each,  routinely  augment 
the  active  fleet  surveillance  forces  around  the  world  throughout  the  year,  and 
constitute  the  major  Naval  Reserve  maritime  surveillance  assets  Involved  in  drug 
interdiction.  One  helicopter  LAMPS  MK1  ASW  squadron,  HSL-74  located  at  NAS 
South  Weymouth,  MA,  which  is  an  essential  element  of  the  Sea-Air  frigate 
anti-submarine  force,  is  also  being  eliminated,  as  is  the  COOP  shallow  water 
mine  detection  program,  1  Fleet  Hospital  (field  hospital),  FFT-1052  frigate  ASW 
program,  and  a  substantial  number  (874)  of  full  time  support  (TAR)  personnel. 

Solely  for  fiscal  reasons,  the  entire  aviation  squadron  augmentation  program 
of  some  2,000  trained  ready  veteran  Naval  Air  Reservists  were  eliminated  in 
FY'92.  Only  a  small  portion  of  these  FY'92  eliminated  reserve  aviation  units 
were  assigned  to  support  decommissioning  active  squadrons  and  those  could  have 
been,  and  should  be,  profitably  assigned  to  other  active  fleet  and  training 
squadrons.  Similar  to  the  highly  acclaimed  Air  Force  Associate  Units,  these 
squadron  augment  units  were  very  effective  force  multipliers  both  for 
mobilization  and  for  peacetime  fleet  contributory  support.  This  program  needs 
to  be  reinstated. 
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Yet  to  be  definitively  identified  are  the  almost  12,404  additional  Naval 
Reservists  and  their  units  that  will  also  be  eliminated  in  FY'94.  Only  957  of 
the  SelRes  cut  is  attributable  to  active  Navy  and  other  NRF  ship  decom- 
missionings.  With  all  the  easily  explainable  cuts  having  been  announced,  the 
12,404  loss  will  most  certainly  cut  into  the  muscle  of  the  Naval  Reserve 
capability  such  as  medical  personnel.  Naval  Control  of  Shipping,  Harbor 
Defense/MIUW  units,  construction  battalions,  and  cargo  handling  battalions. 
These  programs  constituted  a  substantial  portion  of  the  Naval  Reserve  programs 
deemed  essential  in  the  Gulf  War  and  who  were  recalled  in  Operation  Desert 
Shield/Desert  Storm. 

Since  superpower  tensions  have  eased,  the  Cold  War  is  over,  and  the 
perceived  warning  time  has  increased,  now  should  be  the  time  to  seriously 
consider  greater  involvement  of  the  reserve  components  to  achieve  the  most  cost 
effective  Total  Force  in  this  era  of  shrinking  Defense  budgets.  In  our  view  the 
Total  Force  debate  should  focus  upon  national  security  interests  and  how  our 
nation  can  best  provide  affordable  defense  forces,  rather  than  the  continuing 
effort  to  disproportionably  cut  the  Naval  Reserve  in  an  apparent  effort  to 
retain  a  larger  active  Naval  force. 

The  Naval  Reserve  Association  strongly  recommends  that  the  Naval  Reserve  be 
retained  in  Fiscal  Year  1994  at  the  levels  authorized  by  Congress  for  FY'93  in 
last  year's  Defense  Authorization  Act.  This  would  sustain  a  Navy  Selected 
Reserve  strength  in  FY'94  of  133,675  which  in  fact  is  a  cut  of  almost  20,000  Or 
13%  from  the  FY'91  Naval  Reserve  strength,  but  considerably  more  real'stic  than 
the  Administration's  planned  FY'94  massive  cut  to  113,400  Navy  Selected 
Reservists. 
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FORCE  STRUCTURE  CUTS 

The  FY'94  Defense  Budget  repeats  the  FY'93  proposed  elimination  of: 

Four  (4)  P-3  maritime  patrol  squadrons 

One  (1)  LAMPS  MK1  SH-2  helicopter  ASW  squadron 

COOP  shallow  water  minecountermeasure/harbor  survey  program. 

and  initiates  cuts  in  FY'94  of: 

The     "Innovative     Naval     Reserve:     FFT-1052     ASW     frigate     program 

(8-FFT-1052  frigates  plus  32  Inactive  FF-1052S) 
Numerous   additional   ship,    base   and   staff   augment   units   and    support 

programs. 

The  Naval  Reserve  Association  is  concerned  that  the  loss  of  these  units, 
programs,  and  their  trained  ready  personnel  could  constitute  an  irreversible 
loss  of  Naval  Reserve  capability  and  personnel. 

Recommendation: 

It  is  strongly  recommended  that  the  Naval  Reserve  force  levels  of 
FY'93  be  retained  in  Fiscal  Year  1994. 

It  Is  specifically  recommended  that  the  current  thirteen  (13)  P-3 
squadron  MPA  force,  and  the  current  three  (3)  HSL  SH-2  helicopter  ASW 
force  be  maintained  In  Fiscal  Year    1994. 

It  is  also  recommended  that  the  current  Navy  Surface  Reserve  force 
structure  be  maintained  with  FFG-7  frigates  replacing  the  FFT-1052 
frigates  should  those  ships  be  retired, 

And  that  the  COOP  program  be  retained,  or  in  the  alternative,  be 
considered  for  reconfiguration  into  a  more  broadly  based  shallow  water 
harbor  defense   program   including  a  mine  locating   capability. 
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NAVAL  RESERVE  MANPOWER  (SELECTED  RESERVE  END-STRENGTH) 

The  FY'94  Defense  Budget  submission  proposes  to  further  cut  the  FY'94  Naval 
Reserve  end-strength  to  113,400  from  133,675,  a  reduction  of  20,275  (15%)  from 
the  FY'93  level  of  133,675,  and  a  total  cut  of  approximately  40,000  (27%)  below 
FY'91  levels.  Included  in  the  Selected  Reserve  end-strength  are  the  Full  Time 
support  (TAR)  personnel  who  are  being  cut  2,342  from  21,701  down  to  19,359  in 
FY'94. 

Now  that  the  Cold  War  is  over  and  the  perceived  warning  time  substantially 
Increased,  the  opportunity  exists  to  follow  Congressional  direction  and  consider 
greater  invoivement  of  the  Naval  Reserve  in  the  Total  Force  rather  than  make 
arbitrary  massive  cuts  based  on  proportional  down-sizing  or  share-the-pain 
rationales.  The  Naval  Reserve  Association  supports  the  retention  in  FY'94  of 
the  133,675  Navy  Selected  Reserve  end-strength  authorized  for  Fiscal  Year  1993 
in  last  year's  Defense  Authorization  Act.  Any  temporary  surplus  SelRes 
personnel,  resulting  from  the  decommissioning  of  active  ships  and  units  that 
they  augment  and  support,  should  be  assigned  and  gainfully  employed  in  other 
cost  effective  and  vital  missions  in  the  new  order  such  as:  reinstatement  of 
aviation  squadron  augmentation  units,  major  Navy  and  joint  staff  support  units 
and  civil  affairs/psychological  operations  units. 

Recommendation: 

That  the  Reserve  Pay  Navy  (RPN)  account  be  increased  $55M  over  the 
FY'94  DoD  budget  request  to  fund  a  FY'94  Navy  Selected  Reserve  end 
strength  of  133,675.  It  Is  assumed  the  DoD  budget  request  includes 
1/2  year  funding  for  FY'94. 
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BASE  CLOSURES 

Base  closures  are  of  critical  concern  to  all  the  reserve  components  and  to 
the  Naval  Reserve  In  particular.  Demographics  are  the  lifeblood  of  the  Naval 
Reserve,  i.e.  a  wide  geographic  dispersal  of  training  bases  throughout  our 
nation  is  a  prerequisite  to  access  the  trained  veteran  manpower  necessary  to  man 
the  sophisticated  ship  systems  and  aircraft  of  today's  Navy  and  Naval  Reserve. 
Reservists  are  anchored  by  domicile  and  livelihood  to  a  particular  area  and  upon 
base  closures  do  not  transfer  with  the  transfer  of  their  squadron  or  units  to  a 
distant  alternate  site.  Upon  closure  of  their  reserve  training  sites  most 
cannot,  or  choose  not  to,  move  or  commute  long  distances  to  continue 
participation  as  Naval  Reservists.  The  proposed  closure  of  thirty  eight  (38) 
Naval  Reserve  facilities  and  an  additional  eighteen  (18)  Naval  Bases  hosting 
Naval  Reserve  activities  if  concluded,  could  result  in  a  30%  -  40%  cut  in  the 
Naval  Reserve.  The  closure  of  all  the  Naval  Air  Reserve  bases  in  the  Midwest 
and  New  England  will  deprive  most  of  the  Naval  Air  Reservists  In  1/3  of  our 
nation  the  opportunity  to  participate  in  the  Naval  Reserve  and  will  seriously 
restrict  the  manning,  force  structure,  and  readiness  of  the  Naval  Air  Reserve 
Force. 

Recommendation: 

That  the  Base  Closure  and  Realignment  Commission  hold  hearings  on 
the  reserve  demographic  aspects  of  Base  closings,  or  exclude  Naval 
Reserve  bases  and  Installations  from  consideration  In  the  1993  BRAC 
proceedings. 

That  Congress  be  requested  to  direct  that  reserve  demographics  be 
a  Base  closure  criteria  in  the  1995  base  closure  proceedings. 

That  prior  to  closing  Naval  Reserve  bases  and  Naval  bases  hosting 
Naval  Reserve  activities,  a  careful  analysis  of  the  demographic  impact  of 
the  proposed  closing  upon  Naval  Reserve  manning  and  readiness  be 
conducted. 
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ANALYSIS  OF  ALTERNATIVE  FORCE  MIX  STRUCTURES  (THE  RAND  REPORT) 

As  previously  noted  and  as  described  in  great  detail  in  a  recent  Reserve 
Officers  Association  white  paper,  the  Center  for  Naval  Analyses'  Navy  portion  of 
the  RAND  force  mix  study  report,  that  was  submitted  to  DoD  and  Congress,  appears 
to  be  lacking  in-depth  unbiased  analysis  and  justification,  and  thus  is 
considered  fatally  flawed. 

The  preferred  Navy  alternative  constructed  by  CNA  is  entitled  "Aspin 
Alternative  'C  with  a  minimum  reserve."  CNA  Identified  the  Naval  Reserve 
forces  and  individuals  activated  for  Operation  Desert  Shield  and  Operation 
Desert  Storm  (ODS)  and  hypothesized  that  ODS  (a  uniquely  situated  contingency) 
could  be  used  to  determine  the  minimum  requirement  to  meet  the  two  Major 
Regional  Contingency  scenarios.  Their  logic  stated  that  doubling  the  forces  and 
personnel  called  to  active  duty  for  (ODS)  then  adding  50%  to  compensate  for  the 
possibility  of  a  more  hostile  environment  and  less  local  logistic  support,  would 
provide  the  necessary  number  of  Naval  Reservists  for  a  two  MRC  scenario. 
Fifteen  percent  of  this  construct  was  added  to  provide  the  required  number  of 
full-time  support  (TAR)  personnel.  The  sum  of  these  simplistic  calculations  is 
the  Naval  Reserve  of  65,000  personnel  recommended  in  the  RAND  report,  it  is 
interesting  to  note  the  "2.5  times  the  number  of  personnel  and  forces  used  in 
ODS"  calculation  was  applied  only  to  the  Naval  Reserve,  if  the  same  "logic"  had 
been  applied  to  the  active  Navy  force,  large  portions  of  the  Navy's  force  and 
capability  would  not  survive,  for  example,  the  ballistic  missile  submarine 
force. 

The  independent  objectivity  of  the  CNA  portion  of  the  RAND  report  should  be 
viewed  with  sl<epticism  since  CNA  derives  most  of  its  income  from  the  Navy,  and 
their  "Panel  of  Experts"  excluded  Naval  Reserve  experienced  personnel  while  both 
the  Army  Reserve  and  the  National  Guard  were  represented  by  Major  General 
members  on  RAND's  "Panel  of  Experts."  Different  criteria  were  applied  to  the 
Naval  Reserve  than  RAND  utilized  for  the  Army  and  Air  Force  reserve  components. 
For  example,  CNA  did  not  evaluate  re-establishing  the  Naval  Reserve  aviation 
squadron  augment  units  that  were  disestablished  in  FY'92  solely  because  of 
fiscal   constraints.      RAND,   on   the   other   hand,   discussed   the   efficiency   of   the 
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Air  Force  associate  (augment)  units  and  recommended  expansion  of  their  program. 
There  appeared  to  be  no  serious  analysis  of  opportunities  for  the  Navy  to 
benefit  from  putting  Increased  reliance  upon  Its  cost-effective  reserve  force, 
nor  any  mention  of  the  Navy's  apparent  reluctance  to  recall  combat  units  and 
personnel  in  ODS. 

Utilizing  only  such  proven  cost  effective  additional  tasl<s  and  missions  as 
resurrecting  the  aviation  squadron  augment  units,  additional  P-3  maritime  patrol 
involvements,  augmented  air  and  sea  logistic  force  support,  and  similar  cost 
effective  missions,  the  optimum  strength  of  the  Naval  Reserve  units  In  the  Total 
Force  easily  climbs  to  the  present  FY'93  level  of  133,675.  Even  using  CNA's 
simplistic  2-1/2  times  the  Lesert  Shield/Desert  Storm  recallees;  without  the 
Saudi's  magnificent  host  country  facilities,  or  with  an  extended  conflict  and 
assuming  a  more  realistic  recall  of  Naval  Reserve  combat  units  and  personnel, 
the  required  base  (recall)  figure  easily  climbs  from  20,000  when  multiplied  by 
2-1/2  to  well  above  that  needed  to  validate  the  current  Naval  Reserve 
end-strength  of  133,675. 

Recommendation: 

That  the  Navy  portion  of  the  RAND  Alternate  Force  IVIix  Study  report  be 
disregarded  and  the  current  level  of  133,675  Navy  Selected  Reservists  be 
maintained  for  Fiscal  Year  1994  pending  further  review  and  validation  of  the 
Navy's  active/reserve  force  mix. 

That  greater  reliance  upon  their  reserve  component  be  Instituted  by  the  Navy 
in  compliance  with  repeated  Congressional  mandates. 

FROIVI  THE  SEA:     THE  ROLE  OF  THE  NAVAL  RESERVE, 
A  NAVAL  RESERVE  ASSOCIATION  WHITE  PAPER 

The  Naval  Reserve  Association  has  sponsored  a  White  Paper  focused  on  the 
Naval  Reserve  of  the  future.  This  White  Paper  will  be  forwarded  to  the  Committee 
upon  completion. 
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This  paper  reexamines  the  role  of  the  Naval  Reserve  and  the  way  those  roles 
are  trained  for,  administered  and  carried  out.  As  the  recent  Navy  and  Marine 
Corps  white  paper  "...FROM  THE  SEA:  Preparing  the  Naval  Service  for  the  21st 
Century"  depicts  a  new  way  for  the  entire  Navy,  so  too  does  this  White  Paper 
propose  new  directions  for  the  Naval  Reserve  force  which  bacl<s  up  the  active 
Navy  both  In  war  and  in  peace.  This  paper  examines  force  structure,  strength, 
organization  and  administration,  missions  and  additional  mission  capability, 
responsiveness  to  gaining  commands;  and  mobilization,  crisis  response  and 
contributory  support  roles. 

NAVAL  RESERVE  PROGRAIVIS/EQUIPMENT 

The  following  Naval  Reserve  equipment  list  recommended  by  the  Naval  Reserve 
Association  for  FY'94  National  guard  and  Reserve  Equipment  funding  is  In 
addition  to  any  anticipated  migration  of  hardware  from  the  reducing  active  Navy 
force,  and  represents  major  Naval  Reserve  hardware  programs. 

NRA    Recommended  NG&RE  FY  1994  Naval  Reserve  Unfunded  Equipment 
Requirements    ($-Mlllions) 

1-  HH-60HUpgrades(FLiR,weapons,  other  changes)  for  18  aircraft  $52.5M 

2-  C-9  Replacement  Aircraft  (MD-87)    (2)  $62.8M 
*3  -     Miscellaneous  Equipment  (see  list  below)  $  26.4M 

4  -  Portable  Communications  Equipment  for  EOD,  MIUW,  SEABEE  units  $  9.3M 

5-  Electronics  Warfare  Equipment  (ALQ-126B)  for  50  F-14&F/A-18S  $22.5M 

6-  Civil  Engineering  Support  Equipment  (CESE)  for  EOD  &  MIUW  Units  $  10.4M 
7  -  Flight  Trainers/Simulators  for  several  Type/Model/Series  aircraft  $  88.1  M 
8-  P-3  Upgrades  (AN/APS-137  Inverse  Synthetic  Aperture  Radar  (10)  $25.0M 
9  -  P-3  Upgrades  (SATCOM)  for  64  aircraft  $  6.4M 

10  -     P-3  Upgrades  -  Digital  Magnetic  Anomaly  Detection  (MAD)  (72  A/C)  $  16.6M 

1 1  -     A-6E  Upgrades  (SWIP.  Rewing)  for  5  aircraft  $  20.5M 

12  -     CESE,  CEEI,  MHE  for  Expeditionary  Logistics  Support  Force  (ELSF)  $  21 .7M 

and  Cargo  Handling  ABFCs 
13-     C-20G  Support  Equipment  (IMRL  and  ancillary  items)  $  4.8M 

14  -     MIUW  Van  Upgrades  (surveillance  system  enhancements,  MSPS,  PSPS)         $  20.4M 
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15  -  CESE,  CEEI,  MHE  for  Reserve  Naval  Construction  Force  (SEABEEs)  $  35.6M 

16  -  AN/SQQ-T1  Trainers  (Integration  In  MIUW  Surveillance  Center  vans)  $  1 1  .OM 

17-  C-130TAircraft(2aircraft,  spares,  and  support  equipment)  $66.2M 

18-  C-9B  Mods  (standardization  of  avionics  and  engines)  $  97M 

Total  for  the  most  significant  Naval  Reserve  unfunded  equipment  Items    $509. 9M 
*    Miscellaneous  Equipment  Items: 

ADO  Equipment  (COMNAVRESFOR  VAX,  LAN,  data  communications  upgrades)  $  7.9M 

F-14AASW-27C  air-to-air  data  llnl<  $  1.8M 

F-14A  armament  (44  BRU-32  bomb  racl<s  and  ADU-703  adapters)  $  1 .51^ 

AN/AQS-14  Mission  Analysis  and  Training  Equipment  (MATE)  $  2.0M 

P-3C  AFC-520  Color  Weather  Radar  (CWR)  $  1.6M 

Bar  Code  micrographic  processing  equipment  (for  logistics  operations)  $  0.4M 

MOMAG  training  van  (1  replacement  mobile  lab)  $  0.2M 

ADP  Equipment  (logistics  functions  of  ELSF  ABFCs:  NOACT,  FFTU,  SSU)  $  1  .OM 

F/A-1 8A  Support  Equipment  (for  4  VFA  squadrons)  $  1 .5M 

ADP  Equipment  (automates  logistics  functions  of  Cargo  Handling  ABFCs)  $  1  .OM 

ADP  Equipment  (for  contracting  execution  by  deployed  ELSF  ABFC  units)  $  0.2M 

Naval  Tactical  Communication  System  -  Afloat  (NCTS-A)  for  NRF  Frigates  $  1 .3M 

Physical  Security  equipment  for  Reserve  Naval  Air  Stations  $  6.0M 

Total  for  Miscellaneous  Equipment  $  26. 4M 

in  this  era  of  severely  restrained  and  rapidly  decreasing  defense  resources,  the 
National  Guard  and  Reserve  Equipment  procurement  account  becomes  even  more  Important 
and  critical  to  the  maintenance  of  a  viable  reserve  component  than  In  past  years.  The 
active  components  are  less  inclined  to  share  their  scarce  resources  to  fund  reserve 
equipment  requirements.  Certainly,  if  the  cost-effective  reserve  components  are  to 
retain  or  bolster  their  forces  as  a  result  of  accelerating  build  down  of  the  active 
force,  they  need  modern  capable  weaponry. 

Definitive  explanations  of  the  above  requested  NG&RE  account  equipment  list 
follows: 
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Background  Information  on 

NRA's  Recommended  Na4R£ 

FY  1994  Naval  Reserve 

Unfunded  Equipment  Requirements 

($-Hillions) 

1.  HH-60H  Upgrades  $  S2.SM      - 

The  HH-60H  requires  significant  upgrades  in  order  to  successfully  complete  its 
mission  of  combat  search  and  rescue  (CSAR)  and  helicopter  support  for  Navy  Special 
Operations  Forces.   The  aircraft  modifications  required  to  upgrade  the  HH-60H 
combat  capabilities: 

Forward-Look ing  Infrared  Radar  (FLIR)   -   $20. OM 

Tactics  require  that  Reserve  HH-60H  squadrons  conduct  CSAR  and  special  operations 
almost  exclusively  at  night.   The  HH-60H  aircrews  are  required  to  utilize  night 
vision  goggles  to  accomplish  this  mission.   These  goggles  rely  on  ambient  light 
generated  by  the  moon,  and  can  only  be  used  under  VFR  conditions.   A  FLIR  system 
is  required  to  make  the  aircraft  and  its  crews  all-weather  capable. 

Weapons  upgrade   -   S17.5M'  (Wing  Stub  S5.0M,  GAU-19  $7.5M,  Rockets  S5.0M) 
The  Reserve  HCS  squadrons  are  tasked  with  supporting  Navy  SEAL  Team  inserts 
and  extracts  behind  enemy  lines.   This  can  result  in  unexpected  or  planned 
extraction  of  SEAL  teams  under  enemy  fire.   This  operation,  although  defensive 
in  nature,  requires  that  the  HH-60H  have  a  close-in  air  support  capability. 
The  aircraft's  present  weapons  configuration  consists  of  machine  guns  which 
can  only  be  mounted  from  the  cargo  doors  of  the  aircraft.   This  gun  location 
limits  the  aircraft's  field  of  fire  to  areas  directly  abeam  the  aircraft's  door. 
This  restriction  requires  the  HH-60H  aircrew  to  execute  a  beam  approach  to  the 
enemy  to  provide  close-in  air  support.   In  this  type  of  operation,  the  aircraft 
and  crew  are  put  in  danger  by  not  having  a  forward  firing  capability.   The 
HH-60H  requires  a  non-integrated  forward  firing  weapon  (50  caliber  machine  gun/ 
rockets)  to  effectively  lay  down  supporting  fire. 

Mission  Data  Upload  System  -   $2.SM 

This  equipment  allows  aircrews  to  plan  an  entire  mission,  construct  the  rout* 
of  flight,  and  then  upload  the  mission  planning  information  into  the  aircraft's 
computer  databus.   This  information  can  provide  a  visual  simulation  of  the 
flight  route  in  the  cockpit  while  executing  the  mission.   This  equipment 
provides  a  precise  navigation  backup  that  is  required  for  the  low  level  terrain 
following  environment  in  which  this  helicopter  operates. 

Modular  air-to-air  refueling  equipment  -   $7.5M 

An  air-to-air  refueling  capability  is  required  to  extend  the  aircraft's  range 
to  conduct  deep  inland  CSAR  operations.  This  is  important  to  expand  the  else 
of  recoverable  areas  from  which  Navy  tactical  aircraft  crews  can  be  recovered. 

Glass  windscreen   -   $5.0M 

A  glass  replacement  windshield  is  required  to  replace  the  aircraft's  current 

plastic  center  windshield,  a  critical  safety  of  flight  issue.   Time  has  proven 
that  the  plastic  windscreen  fades  and  spots,  thereby  reducing  visibility, 
especially  at  night  when  the  crew  is  utilizing  night  vision  goggles. 

2.  C-9  Replacement  Aircraft  (MD-87)  $  64. OM 

Background 

The  Naval  Reserve  operates  twenty-seven  (27)  C-9  (DC-9-32)  transport  aircraft 
supporting  the  Navy  world-wide.   These  aircraft  provide  logistic  support  to  the 
deployed  fleet  world-wide  on  a. continuous  basis  as  well  as  active  Navy  and  Naval 
Reserve  support  in  CONUS.   The  center  for  Naval  Analysis  airlift  study  validated 
wartime  dedicated  intra-theatre  medium  lift  requirements  for  approximately  fifty 
(50)  C-9  type  aircraft. 


t 


495 


Moat  of  tha  currant  aircraft  war*  purchaaad  new  from  Douglaa  Aircraft  in 
1973,  and  additional  (uaad)  DC-9  aircraft  ware  purchaaed  aa  racantly  aa  1990.   Th« 
oldaat  aircraft  in  the  fleet  haa  flown  over  51,000  hours  while  the  next  aevan  (7) 
Oldaat  aircraft  average  in  exceaa  of  45,000  hours.   Two  years  ago,  a  number  of 
thaae  aircraft  reached  their  planned  three  hundred  (300)  month  aarvice  life  and 
ware  aubaaquantly  extended  for  an  additional  one  hundred  fifty  (ISO)  montha. 

D«a«rt  Shield  and  Desert  Storms  Operations  saw  the  four  (4)  activated 
■quadrons  (12  aircraft)  average  three  hundred  (300)  hours  per  aircraft  per  month. 
Nevertheleaa,  this  impressive  response  has  taken  its  toll  with  some  aircraft  in 
repetitive  and  increasing  maintenance  cycles,  (DIM  -  Drop  in  Maintenance)  due  to 
their  age,  number  of  total  hours  and  number  of  landings.   This  increased 
maintenance  ia  indicative  of  age  and  represents  increased  cost  and  ultimately  will 
reduce  availability  and  responsiveness.   Thus,  it  is  clear  that  the  older  aircraft 
ahould  be  replaced  to  avoid  escalating  maintenance  costs  and  remain  responsive  to 
Fleet  Commanders  requirements. 

The  MD-B7  is  a  current  version  of  the  DC-9-:  2   and  is  quite  similar  to  the 
DC-9  in  that  the  fuselage,  control  services,  and  internal  systems,  etc.,  are  based 
upon  and  certified  .under  the  original  C-9  air  worthiness  certificate  by  the  FAA. 
The  MD-87  is  a  redesignated  and  enlarged  DC-9  with  larger  more  efficient  engines 
and  modern  avionics  plus  increased  system  redundancy  and  improved  safety  features. 
The  commonality  of  systems  between  the  MD-87  and  DC-9/C-9B  reduces  the  need  for 
expensive  stocking  of  support  items  and  parts.   Hence,  this  commonality  also 
minimizes  transition  and  training  costs.   In  addition,  many  Naval  Reserve  Aviators 
regularly  pilot  the  MD-80  series  aircraft  with  domestic  airlines  which  further 
reduces  training  time  and  cost. 

Btggmtndittgn 

That  FY  '93  NG&RE  funding  be  provided  to  purchase  two  (2)  MD-87  versions  of 
the  C-9B  at  •  cost  of  $64.0  Million. 

3*  Miscellaneous  Equipment  $26. 4M 

Provides  funding  under  the  direct  discretionary  control  of  the  Director  of  Naval 
Reserve  for  acquisition  of  relatively  low  cost  equipment  and  upgrades  to  enhance 
Reserve  unit  readiness  and  capability.   Current  requirements  include: 

ADP  equipment  for  COMNAVR£SFOR  headquarters   -   $7.9M 

Provides  for  completion  of  a  data  communications  upgrade  for  the  installation 
and  connection  of  Local  Area  Networks  (LAN)  into  a  single  Wide  Area  Network 
(WAN)  begun  in  FY  1992  ($2.25M).   Funds  implementation  of  field  sites,  message 
routing  capabilities,  traffic  management,  and  diagnostic  troubleshooting. 
Effort  begun  to  comply  with  DOD/DON  data  communications  policies;  eliminatee. 
single-purpose  leased  lines;  will  allow  COMNAVRESFOR  to  fuloy  realize  initial 
planned  savings. 

Provides  for  completion  of  the  Headquarters  Office  Automation  LAN;  provides 
headquarters  Metropolitan  Area  Network  (MAN)  and  LAN  traffic  management  and 
diagnostic  troubleshooting;  provides  for  integration  of  information  flow 
to/from  COMNAVRESFOR  headquarters,  Director  of  Naval  Reserve  headquarters, 
and  the  field  ($2.18M). 

Provides  for  replacement  of  VAX  Cluster/Sharebase  platform  for  continued 
information  system  support  to  the  Naval  Reserve  ($3.5M).   Existing  FY  1983 
vintage  equipment  are  discontinued  models  no  longer  manufactured  or  marketed 
which  are  nearing  the  end  of  their  normal  life  cycle  and  maintenance 
supportability . 
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r-14A  ASW-27C  air-to-air  data  link  -   S1.8M 

Provid«»  for  acquiaition  to  outfit  39  aircraft.   The  datalink  will  incraaa* 
aituational  awareness  and  enhance  weapons  employinent .   Without  the  datalink. 
Reserve  F-14A  squadrons  will  not  be  fleet  compatible,  and  cannot  compete  in  the 
outer  air  battle. 

P-14A  armament   -   S1.54M 

Provides  for  acquisition  of  44  BRU-32  bomb  racks  and  AOU-703  adapters.   Allows 

Reserve  squadrons  to  follow  the  fleet  into  the  new  close-in  ground  support  and 

air-to-ground  mission  area.  Provides  a  basic  aircraft  configuration. 

AN/AQS-14  Mission  Analysis  and  Training  Equipment  (MATE)   -   S2.0M 
Naval  Reserve  MH-53E  squadrons  have  assumed  responsibility  for  the  minehunting 
mission  area  as  the  Navy's  only  dedicated  airborne  minehunting  assets.   MATS 
allows  the  towed  sonar  apparatus  recordings  to  be  analyzed  for  mines  and 
mine-like  shapes.   The  capability  enhances  the  capability  to  alert  the 
battlefield  commander  of  mine  locations.   It  can  also  be  used  as  an  Important 
training  tool  in  non-tactical  situations. 

P-3C  AFC-52"'  Color  Weather  Radar  -   S1.6M 

Weather  radar  is  a  critical  safety  of  flight  factor  in  the  P-3C  aircraft. 
The  addition  of  color  graphics  results  in  the  ability  to  detect  dangerous 
weather  conditions.  ' 

Bar  code  micrographic  processing  equipment   -   S0.4M 

Provides  for  acquisition  of  ten  sets  of  bar  code  data  processors  for 

enhancement  of  logistics  operations  at  the  Naval  Air  Reserve  sites,  the 

Naval  Support  Activity,  and  COMNAVSURFRESFOR  internal  supply  operations  sites. 

Mobile  Mine  Assembly  Group  (MOHAC)  training  van  -   $0.150M 
The  MOMAC  vans  are  mobile  training  laboratories  used  to  teach  Minemen  to 
disassemble,  test,  and  reassemble  various  mines  -  and  their  maintenance.   Bach 
van  has  a  full  complement  of  test  equipment  and  tools,  as  well  as  mine  shapes. 
While  all  three  MOMAG  vans  are  approaching  the  end  of  their  economical  service 
life,  downsizing  and  closing  of  two  of  the  three  MOMAC  central  drill  sites 
precludes  replacement  of  two  of  the  three  vans. 

AOP  equipment  for  Expeditionary  Logistics  Support  Force  (ELSP)  ABFCs   -   $0.9SN 
Provides  for  acquisition  of  ADP  hardware  and  software  for  a  logistics  data 
management  system  for  Naval  Overseas  Air  Cargo  Terminal  (NOACT),  Supply  Support 
Unit  (SSU),  and  Freight  Terminal  Unit  (FTU)  Advanced  Base  Functional  Component 
(ABFC)  elements  of  the  Naval  Reserve  ELSF.   System  will  allow  achievement  of  fully 
trained  readiness  for  deployed  Joint  expeditionary  logistics  operations  and  support 
to  Fleet/Theater  CiNCs,  including  automated  inventory  control,  tracking  and 
transshipping  of  large  volumes  of  equipment,  repair  parts,  consumable  material, 
and  personnel  as  part  of  essential  mission  operations.   Allows  automated 
preparation  of  embarkation  load  plans;  and  enhanced  message  preparation  and 
communications,  support  of  Fleet  exercises,  and  documentation  of  training  and 
readiness.   Integrates  capability  to  use  NAVHTO  PACE  system,  USAF  CALMS  system, 
MTMC  Port  Terminal  System,  and  USMC  LOGMARS  system. 

F/A-IBA  Support  Equipment   -   $1.SM 

Provides  for  acquisition  of  deficient  organizational  support  equipment  for  four 

Naval  Reserve  VFA  squadrons. 

AOP  equipment  for  Naval  Reserve  Cargo  Handling  Battalions  (CHB)  ABFCs   -   $0.999M 
Provides  for  acquisition  of  ADP  hardware  and  software  for  a  logistics  data 
management  system  for  Cargo  Handling  ABFC  elements.   System  will  allow  achievement 
of  fully  trained  readiness  for  deployed  Joint  expeditionary  logistics  operations 
and  support  to  Fleet/Theater  CINCs,  Including  automated  inventory  control, 
tracking  and  transshipping  of  large  volumes  of  equipment,  repair  parts,  consumable 
material,  and  personnel  as  part  of  essential  mission  operations.   Allows  automated 
preparation  of  embarkation  load  plans;  and  enhanced  message  preparation  and 
communications,  support  of  Fleet  exercises,  and  documentation  of  training  and 
readiness.   Integrates  capability  to  use  NAVMTO  PACE  system,  USAF  CALMS  system, 
MTMC  Port  Terminal  System,  and  USMC  LOGMARS  system. 
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ADP  •quipmant  for  Contracting  alamanta  of  Naval  Raaarva  ELSF   -   $0.162M 
Providaa  for  acquialtion  of  ADP  hardwara  and  aoftware  for  a  daployad  automatad 
contracting  op  -ration  for  aaaential  •ervicaa  and  conmoditiaa  at  in-thaatar 
Advancad  LogisLica  Support  Sitaa  aatabliahad  by  tha  Flaat  or  Thaatar  CINC.   Hill 
allow  aatablishment  of  a  formal  contracting  offica  for  the  negotiation,  axacution, 
■nd  adminiatration  of  all  types  of  contracts  and  liaison  for  host  nation  support. 

Naval  Tactical  Convnunication  System  -  Afloat  (NCTS-A)   -   $1.25M 
Providaa  for  NRF  Frigate  comniunications  interoperability  with  active  flaat  units. 
The  system  is  currently  included  in  the  Weapons  Improvement  Program  (WIP)  for 
FFG  class  ships. 

Physical  Security  equipment  for  Reserve  Naval  Air  Stations   -   $6. OH 
Providaa  for  acquisition  of  fencing,  intrusion  detection  systema,  lighting 
and  various  atate-of-the-art  devices  and  equipment  to  support  the  physical 
security  programa  at  NAP  Washington,  NAS  New  Orleans,  NAS  Dallaa,  NAS  Willow 
Grove,  NAS  Glenview,  NAS  Atlanta,  and  NSA  New  Or^eana. 

4.  Portable  Communications  Equipment  $9.3N 

Upgraded  portable  communications  equipment  is  required  for  EOD,  MIUW,  and  SEABEBsi 

EOD  program   -   $4.2M 

Provides  for  acquisition  of  deficient  initial  allowance  of  transportable, 
modular  communication  equipment  to  outfit  Reserve  Explosive  Ordnance  Diapoaal 
Mobile  Unite  (EODMU)  to  required  allowance  levels.   Result  of  a  new  ROC/POE 
requirement;  equipment  list  is  based  on  EOD  Communications  Requirements 
Analysis  Document  of  September  1991. 

SEABEB  program  -   $4.45SM 

Providaa  for  acquisition  of  deficient  initial  allowance  communications 
aquipmant  maintained  as  Prepositioned  War  Reserve  Material  Stock  (PWRMS) 
required  for  mobilization  and  deployment  with  Reserve  Naval  Construction 
Porca  Brigade,  Regiment,  Mobile  Construction  Battalion,  and  Support  Units. 

MIUW  program   -   $0.675M 

Provides  for  acquisition  of  communications  equipment  to  satisfy  a  new 
Required  Operational  Capability  (ROC)  for  non-combatant  operationa  working 
with  tha  Coaat  Guard  and  federal/state/local  law  enforcement  agenciea. 

5.  Blactronica  Warfare  (EW)  Equipment  $22. SN 

Currently  tha  Naval  Reserve  has  no  state-of-the-art  EW  capability  due  to  tha  lack  of 
equipment.   Equipment  has  been  made  available  only  for  short  periods  on  loan  from  fleet 
squadrons,  and  the  change  out  is  a  six  to  eight  hour  evolution.   Lack  of  this  aquipnant 
greatly  impacts  training  and  thus  combat  readiness,  and  aavaraly  raducaa  the 
survivability  of  the  aircraft  in  actual  combat.   Congress  provided  a  540  million 
Increase  in  the  APN  budget  specifically  for  the  acquisition  of  ALR-67  radar  warning 
receivers  for  Reserve  F/A-18A  aircraft,  but  did  not  address  the  Reserve  A1.Q-126B  issue. 
This  funding  would  provide  ALQ-126B  upgrades  for  50  Reserve  F-14A  and  F/A-18A  aircraft. 
This  would  overcome  a  long  standing  obstacle  to  realistic  training  and  total  horizontal 
integration. 

6.  civil  Engineering  Support  Equipment  (CESE)  for  EOD  and  MIUW  units       S10.4M 

CESE  for  EOD  program  units   -   S3.2H 

Provides  for  acquisition  of  deficient  initial  allowance  CESE  equipment  to 
fully  outfit  Reserve  Explosive  Ordnance  Disposal  Mobile  Units  (EODMU)  to 
required  allowance  levels. 

CESE  for  MIUW  program  units   -   S7.7M 

Provides  for  acquisition  of  deficient  MIUW  initial  allowance  CESE  and 
replacement  of  overage  CESE  which  is  increasingly  difficult  and  costly  to 
maintain.   Acquisition  of  ten  15  ton  truck-tractors  is  especially  critical  to 
replace  existing  MIUW  prime  movers  which  are  tow  capacity  overloaded  as  a 
result  of  transition  to  the  new  heavier  AN/TSQ-108A  Radar-Sonar  Survaillanca 
Center  (RSSC)  vans  and  ancillary  equipment. 
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'•  riight  Trainars/Simulatora  for  Naval  Reaerva  Aircraft  $88. IM 

Stata-of-tha-art  flight  trainers  are  required  to  provide  realistic  simulation  for 
support  of  aircrew  transition,  recurring  training  requirements,  to  support  advanced 
weapons  system  training,  and  increase  emergency  procedures  training. 

Trainars/Simulators  are  requested  for  various  Type/Model/Series  aircraft! 
MH-53E,  P/A-18,  P-3C,  EA-6B,  F-14,  HH-60H,  and  SH-3H 


S.  P-3  Upgrades   -   Inverse  Synthetic  Aperture  Radar  (ISAR)  $25. OM 

Provides  AN/APS-137  ISAR  upgrade  for  10  Reserve  P-3  aircraft.   System  permits 
accomplishment  of  the  over-the-horlzon  targeting  mission,  commonality  with  fleet 
squadrons,  and  provides  a  required  training  capability  for  enhanced  readiness. 


'3  Upgrades  -  Satellite  Communications  (SATCOH)  $  6.4N 

Provides  SATCOM  capability  for  64  Reserve  P-3  aircraft,  allowing  communications  with 
fleet  P-3  and  other  aircraft. 


10.  P-3  Upgrades   -   Digital  Magnetic  Anomaly  Detection  (HAD)  $16. 6H 

Provides  enhanced  digital  MAD  capability  for  72  Reserve  P-3  aircraft.   Digital  MAO  will 
compensate  for  the  increased  submarine  counter-detection  capabilities  of  threat 
submarines. 

11.  A-6E  Upgrades  $20. 5M 

Over  the  last  several  years  the  aging  A-6E  aircraft  has  developed  wing  cracks  which 
severely  limit  the  "C  force  stress  that  the  aircraft  can  withstand  whan  its  crew 
conducts  combat  maneuvers.   These  cracks  have  caused  COMNAVAIRSysCOM  to  limit  the 
aircraft  to  manauvars  which  result  in  a  maximum  of  3  'C's.   This  restriction  does  not 
allow  Naval  Air  Reserve  squadrons  to  practice  many  required  cooibat  maneuvara,  and 
detracts  from  combat  readiness.   This  funding  would  allow  rawlnging  of  fiv*  aircraft, 
bringing  than  to  an  unrestricted  status. 

13.  Civil  Engineering  Support  Equipment  (CESE),  Civil  Engineering  $21. 7M 

End  Items  (CEEI),  and  Materials  Handling  Equipment  (MHE)  for 
expeditionary  ABFCs. 

Naval  Reserve  Expeditionary  Logistics  Support  Force  (ELSF)  units   -   $17.17M 
Provides  for  acquisition  of  required  initial  allowance  hardware  for  NOACT,  SSU, 
and  FTU  Supply  units  required  for  the  two-Major-Regional-Contingencies  scenario 
under  the  Defense  Planning  Guidance. 

Naval  Reserve  Cargo  Handling  Battalion  (CHB)  units   -   SS.SllM 
Provides  for  acquisition  of  required  initial  allowance  hardware  for  Reserve 
Cargo  Handling  unite  required  for  the  two-Major-Regional  Contingencies  scenario 
under  the  Defense  Planning  Guidance. 

13.  C-20C  Support  Equipment  $  4.8M 

Provides  spare  engines,  other  spares  and  support  equipment,  and  ILS  (training/reps)  for 
the  Btandup  of  two  C-20G  squadrons. 
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'4.  MIUW  Van  Upgrades  $20. 4M 

Providsa  for  continuation  of  ongoing  upgrade  program  to  provide  20  M4/TSQ-108A  Radar- 
Sonar  Surveillance  Center  (RSSC)  vans  with  integrated  radar  and  TIS/VIS  ■enaora  in  both 
mobile  and  portable  Sensor  Platform  Systema  and  Acouatic  Senaor  String  packagaa.   The 
enhanced  capability  decreaaea  ayatem  vulnerability,  increaaea  operational  flexibility, 
and  significantly  improves  acoustic  and  viaual  aurveillance  capability.   Integrates 
ALR-66  ESH  ayatems,  AN/SQR-17A  Sonar  processora.  Graphical  Data  Fusion  Systam  (GDFS), 
and  an  imbedded  training  systeni  into  the  RSSC  vans. 


15.  CESE,  CEEI,  and  MHE  for  Reserve  SEABEE  units  $35. 6M 

Provides  for  acquisition  of  additional  initial  allowance  equipment  and  raplacanent  of 
overaged  equipment  maintained  as  PWRHS  required  for  the  mobilization  and  deployment  of 
Reserve  Naval  Construction  Force  Brigade,  Regiment,  Mobile  Conatruction  Battalion,  and 
Support  Units. 

1«.  AN/SQQ-Tl  Trainers  for  MIUW  units  SH.OM 

Provides  for  the  continued  integration  of  upgraded  acoustic  trainers  into  the  AN/TSQ- 
108A  RSSC  vans.   Completes  acquisition  of  trainers  for  20  upgrided  vans. 

17.  C-130T  Aircraft  $66. 2M 

Provides  for  the  acquisition  of  two  additional  aircraft  with  required  spares  and 
support  equipment. 

$».7M 
le.  C-9B  •tsDdardiaatlon  Modifications 

Procurement  of  the  27  Reserve  C-9B  and  DC-9  aircraft  was  accoaiplished  at 
difference  times,  from  different  sources,  in  different  equipment  configurations. 
This  Naval  Reserve  fleet  of  aircraft  has  different  engines,  and 

navigation/coMiunication  packages.   These  nodif ications  will  initiate  replaeaaeDt 
of  outdated  coBponenta  and  improve  major  aystam  casaionallty  within  the  Reserve 
fleet. 


Total  S509.9M 
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Thursday,  May  6,  1993. 

NATIONAL  GUARD  ASSOCIATION  OF  THE  UNITED  STATES 

WITNESSES 

MAJ.  GEN.  DONALD  E.  EDWARDS,  PRESIDENT.  ADJUTANT  GENERALS  AS- 
SOCIATION AND  THE  NATIONAL  GUARD  ASSOCIATION  OF  THE  UNITED 
STATES 

CHUCK  SCHRIVER,  NATIONAL  GUARD  ASSOCIATION  OF  THE  UNITED 
STATES 

Introduction 

Mr.  MuRTHA.  The  next  witness  is  General  Donald  Edwards  who 
is  standing  in  for  General  Matthews  of  the  National  Guard  Asso- 
ciation. 

General  Edwards. 

Statement  of  General  Edwards 

General  Edwards.  Good  morning,  Mr.  Chairman  and  Members  of 
the  committee.  I  represent  the  Adjutant  Generals  Association  of 
the  United  States,  of  which  I  am  president,  and  I  am  also  pinch 
hitting  for  General  Matthews  of  the  National  Guard  Association, 
who  unfortunately  couldn't  be  here  today.  I  probably  ought  to  say  I 
am  the  Adjutant  General  from  Vermont,  to  put  myself  in  perspec- 
tive. 

We  very  much  appreciated  what  you  and  the  committee  did  last 
year.  General  Sager  from  Pennsylvania  and  I  had  discussions  with 
you.  The  committee  was  very  helpful  in  rescuing  the  Guard  from 
its  dilemma  in  terms  of  the  force  structure  cuts  proposed. 

I  appreciated  your  support  for  Senator  Leahy's  initiative  to  try  to 
work  with  the  force  structure  cuts  in  the  conference  committee.  I 
think  between  your  efforts  on  that  subject  we  have  kept  the  Guard, 
which  I  think  is  the  best  buy  for  defense  in  the  United  States,  on  a 
healthy  course. 

The  good  news  is  that  we  have  reached  an  agreement  with  the 
active  Army  and  the  Army  Reserve  for  the  current  fiscal  year  on 
end  strength  and  force  structure  strength.  That  will  eliminate  the 
competition  that  you  saw  last  year  between  all  three  components  of 
the  Army  in  our  discussions  this  fiscal  year. 

I  guess  the  bad  news  is  we  didn't  reach  any  agreement  on  what 
the  structure  ought  to  be  beneath  those  overall  numbers  in  terms 
of  divisions,  brigades,  combat  support,  combat  service  support.  That 
will  continue  to  be  a  dilemma,  and  I  look  forward  to  the  results  of 
the  bottom-up  study  with  great  interest. 

It  is  an  interesting  time.  I  think  the  next  fiscal  year's  testimony 
will  see  some  real  differences  on  how  we  address  these  issues. 

I  have  Chuck  Schriver  here  from  the  National  Guard  Association 
to  assist  me  today. 

The  committee's  support  on  RCAS  equipment  last  year,  support 
of  yourself  and  the  committee  on  the  youth  programs  are  absolute- 
ly fundamental.  I  would  urge  the  committee  on  all  of  those  issues 
to  again  be  alert  and  supportive,  and  I  am  particularly  hopeful 
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both  as  the  president  of  the  association  and  personally  that  on  the 
youth  programs  we  can  have  some  growth. 

I  am  well  aware  of  the  dilemma  you  face  with  budgets,  but  I  can 
tell  you  that  those  programs  are  going  to  have  a  very  significant 
impact  on  the  youth  of  this  country,  and  I  don't  think  we  can  make 
a  better  investment  than  we  can  in  terms  of  helping  and  saving 
our  youth.  I  think  the  programs  are  fundamentally  sound.  I  think 
the  pilot  programs  are  an  excellent  start,  and  I  really  hope  that  we 
can  expand  them  in  the  years  to  come. 

I  think  we  are  beginning  to  make  progress  in  coordination  with 
other  Federal  agencies,  specifically  FEMA.  The  events  of  the  last 
year  certainly  revealed  that  we  needed  to  improve  coordination  be- 
tween the  various  agencies.  I  see  progress  in  that  area. 

One  of  the  Adjutant  Generals  is  now  a  member  of  the  board  of 
FEMA.  General  Conaway  is  involved  as  the  Chief  of  the  National 
Guard  Bureau.  I  think  you  will  see  continued  improvement  and  co- 
ordination between  the  National  Guard  working  for  the  governors 
in  peacetime  and  FEMA  as  representing  the  Federal  Government. 

As  to  how  that  triggers  off  in  the  long  run  as  to  the  role  of 
FEMA  and  how  FEMA  is  conducted,  I  am  not  going  to  comment  on 
that. 

Mr.  MuRTHA.  I  would  like  to  stop  you  and  make  a  couple  of  com- 
ments. I  appreciate  your  input  and  your  work  with  the  Guard. 

This  Committee  has  supported  the  Reserve  and  Guard  over  the 
years,  and  had  it  not  been  for  this  Committee  there  are  times  when 
there  would  have  been  minor  adjustments  in  your  budget.  We  feel 
your  testimony  and  your  valuable  counsel  have  been  very  helpful 
to  us  and  to  the  national  defense. 

I  think  the  last  big  operation  of  Desert  Storm  showed  that  our 
Reserve  and  National  Guard  forces  do  an  outstanding  job.  We  have 
to  be  careful  that  we  don't  allow  that  to  become  a  hollow  force  in 
the  Guard  and  Reserve  also. 

We  appreciate  your  counsel.  We  will  look  at  your  testimony  very 
carefully  and  your  entire  testimony  will  appear  in  the  record. 

General  Edwards.  I  ask  that  General  Matthews'  written  state- 
ment also  appear  in  the  record. 

Mr.  MuRTHA.  Without  objection. 

[The  statement  of  General  Matthews  follows:] 
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INTRODUCTION 

Mr.  Chairman,  we  appreciate  this  opportunity  to  present 
testimony  to  your  committee  on  behalf  of  the  members  of  the 
National  Guard  Association  of  the  United  States  to  discuss  the 
future  of  the  National  Guard.  We  recognize  that  this  is  a 
difficult  time  as  the  Congress  attempts  to  balance  competing 
priorities  for  our  nation's  limited  resources.  But  we  also 
believe  that  the  end  of  the  Cold  War  period  presents  our  country 
with  a  unique  opportunity  to  re-evaluate  both  our  defense  and 
domestic  requirements  and  to  realign  available  resources  to  best 
meet  those  requirements.  We  are  convinced  the  National  Guard  can 
perform  a  significant  role  in  achieving  that  goal. 

We  are  greatly  encouraged  by  the  actions  of  the  Congress, 
the  active  services,  and  the  leadership  of  the  National  Guard 
during  the  past  year.  The  strength  levels  authorized  and  funded 
for  fiscal  year  1993  and  the  Army  National  Guard  Combat  Reform 
Initiatives  directed  by  Congress  should  help  significantly  in 
improving  the  readiness  and  capability  of  the  Army  Guard  in 
fulfilling  its  federal  combat  role.  Agreement  between  the  Army 
and  the  Guard  leadership  on  strength  levels  for  fiscal  years  1994 
and  1995  should  eliminate  much  of  the  turmoil  and  confusion  that 
has  resulted  from  the  deep  cuts  proposed  in  each  of  the  past 
several  years  and  the  subsequent  upward  adjustment  by  Congress. 
Programs,  such  as  Project  Standard  Bearer,  which  will  be 
discussed  later,  are  being  undertaken  by  the  Army  Guard  to 
improve  the  readiness  and  accessibility  of  its  forces,  and  should 
further  resolve  many  of  the  problems   identified  during  Desert 
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Shield/Desert  Storm.    Finally,   efforts  to  improve  the  National 

Guard  relationship  with  federal  emergency  agencies  such  as   FEMA, 

and  the  expansion  of  community  support  missions  in  areas  such  as 

medical   support  and  youth-at-risk  programs,   should   greatly 

improve  the  effectiveness  of  use  of  resources  in  its  domestic 

missions. 

CHANGING  PRIORITIES 

The  emerging  world  order  will  continue  to  require 
involvement  of  the  United  States  in  a  broad  range  of  global 
challenges.  As  many  policy  makers  pointed  out  at  the  close  of 
the  Cold  War,  the  world  did  not  automatically  become  a  safe  place 
when  the  East-West  conflict  ended.  The  abrupt  realignment  within 
several  nations  and  the  continuing  turbulence  in  various  regions 
during  the  past  several  years  are  testimony  to  the  accuracy  of 
their  prediction. 

National  defense  will  continue  to  be  based  upon  evolving 
foreign  and  domestic  policies  and  the  need  to  be  prepared  to 
protect  and  preserve  our  nation's  democratic  ideals.  The 
requirements  of  the  new  world  order  demand  a  responsible  level  of 
national  defense,  not  only  as  deterrence  and  protection,  but  also 
as  support  for  our  projected  foreign  policy  role  as  the  sole 
remaining  superpower.  The  National  Guard,  functioning  at  both 
the  federal  and  state  level,  has  historically  provided  a  cost 
effective  foundation  for  our  nation's  defense. 
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While  the  future  holds  a  new  world  order,  there  is  little 
doubt  that  the  public  vision  of  the  future  is  focused  on  a 
resurgence  of  domestic  priorities.  Successful  pursuit  of  our 
domestic  goals  will  depend  upon  an  accurate  evaluation  of  our 
international  role  and  a  balanced  realignment  of  our  foreign  and 
domestic  policies. 

The  recent  debate  over  priorities  for  national  defense  and 
for  domestic  programs  has  been  mirrored  by  the  defense  debate 
over  the  proper  mix  of  active,  National  Guard,  and  Reserve  forces 
as  national  defense  resources  are  being  drawn  down.  Both  debates 
have  been  driven  by  a  perceived  reorientation  of  the  worldwide 
military  threat,  but  each  has  also  been  heavily  influenced  by  a 
change  in  priorities  within  this  country.  None  of  these  events 
has  caused  the  National  Guard  Association  to  alter  its  belief 
that  America's  community-based  National  Guard  can  continue  to 
serve  as  the  most  cost-effective  element  in  the  first  line  of 
defense  for  the  country. 
ROLES  AND  MISSIONS 

Competition  for  resources  between  domestic  programs  and 
military  requirements  is  certainly  not  new.  The  balance  between 
the  size  of  the  standing  military  and  the  "citizen  soldier" 
force,  which  later  became  the  National  Guard,  has  been  used  for 
centuries  as  the  method  of  providing  insurance  against  the 
unforseen  by  maintaining  a  reasonable  and  affordable  level  of 
defense  while  pursuing  domestic  progress. 
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The  roles  and  missions  of  the  National  Guard  are  founded  on 
Constitutional  intent  and  the  Guard's  unique  dual  status. 
Fulfilling  both  federal  and  state  mandates  makes  the  Guard  unique 
among  the  U.S.  military  and  presents  special  challenges  in 
maintaining  relevant  roles  and  missions  and  adequate  capabilities 
for  the  future. 

The  federal  military  mission  of  the  National  Guard  is  to 
provide  to  the  National  Command  Authority  trained  and  ready 
combat  and  support  forces  available  for  call  by  the  President.  At 
the  same  time,  the  National  Guard  is  charged  to  provide  the 
Governors  of  the  states  and  territories  trained  and  capable  units 
available  for  call  and  employment  in  times  of  emergency,  with  its 
members,  by  law,  having  signed  an  oath  of  allegiance  to  both  the 
President  and  the  Governor. 

Historically,  the  community-based  National  Guard  force  has 
been  about  .2%  of  the  U.S.  population  in  peacetime.  Prior  to 
WWII  and  the  outset  of  the  Cold  War,  the  Guard  ranged  from  50 
percent  to  100  percent  larger  than  the  standing  army.  Also, 
prior  to  1947  and  the  increasing  demands  of  meeting  the  Cold  War 
threat,  the  National  Guard  provided  all  of  the  unit-organized 
reserve  forces  for  the  Army;  the  Army  Reserve  provided  an 
individual  manpower  pool. 

As  we  approach  the  21st  century.  National  Guard  forces  must 
be  sufficient  to  meet  the  mandates  of  their  dual  roles  and 
missions.   The  federal  mission  will  continue,  as  it  has  for  more 
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than  two  hundred  years,  to  be  the  provision  of  forces  for  our 
nation's  defense.  In  peacetime,  the  federal  role  of  the  Guard  is 
to  maintain  combat  ready  forces  and  conduct  training  and 
peacetime  engagement  operations  as  dictated  by  the  President  and 
the  Congress. 

In  addition  to  its  traditional  state  mission  of  emergency 
and  disaster  response,  the  Guard's  peacetime  role  also 
encompasses  several  activities  which  mix  its  federal  and  state 
role  at  times,  such  as  the  war  on  drugs,  domestic  efforts  related 
to  youth-at-risk,  and  rural  and  inner-city  medical  and  other 
relief  programs. 
FIRST  LINE  OF  DEFENSE 

The  National  Guard,  with  its  historical  roots  as  this 
nation's  militia,  has  provided  forces  in  every  major  conflict 
since  the  founding  of  this  country.  As  an  integral  part  of  this 
nation's  defenses,  the  Guard  represents  a  community-based  force 
which  is  recognized  as  the  first  line  of  reserve  strength  to 
augment  the  active  forces  in  the  event  of  a  national  crisis.  The 
ability  of  the  National  Guard  to  maintain  combat  ready  forces  to 
augment  the  active  forces  was  again  demonstrated  by  the  recent 
experience  of  Operation  Desert  Shield  and  Desert  Storm.  When 
President  Bush  ordered  troops  to  the  Gulf  on  7  August  1990, 
volunteers  from  the  228th  Signal  Brigade,  South  Carolina  Army 
National  Guard,  deployed  within  four  days.  By  the  time  the 
ground  war  had  started,  over  74,000  Army  and  Air  National  Guard 
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members  had  been  mobilized,  with  more  than  43,000  deployed  to 
Southwest  Asia.  Air  National  Guard  aircraft  flew  and  fought 
along  with  active  Air  Force  units,  while  Coalition  forces  on  the 
ground  were  supported  by  artillery,  engineer  and  support  troops 
of  the  Army  National  Guard.  These  soldiers  and  airmen  made  a 
significant  contribution  to  the  successful  completion  of  the  Gulf 
operation.  The  ability  of  the  National  Guard  to  mobilize, 
deploy,  and  fight  as  part  of  the  Total  Force  was  due  in  great 
part  to  the  interest  of  Congress  over  the  past  ten  years  in  the 
modernization,  training,  and  professional  education  of  the  Guard. 

Congressional  guidance  in  the  Fiscal  Year  1993  Defense 
Authorization  Act  continued  the  effort  to  improve  the  readiness 
of  National  Guard  units,  particularly  the  Army  National  Guard. 
The  introduction  of  the  Combat  Reform  Initiatives  (Title  XI)  will 
be  very  important  in  enhancing  the  ability  of  Army  National  Guard 
combat  units  to  deploy  in  a  shorter  time  frame,  with  the  most 
ready  units  filled  with  qualified  individuals  and  modernized 
equipment.  Although  several  of  the  initiatives  will  be  difficult 
to  achieve  in  the  near  term,  it  is  imperative  that  the  National 
Guard  continue  to  improve  the  readiness  of  its  units  and 
personnel  by  making  the  best  use  of  resources,  to  include  active 
advisors,  full-time  support  and  improved  training  programs. 

We  must  also  applaud  the  leaders  of  the  Army  and  the 
National  Guard  for  their  efforts  to  continue  to  improve  the 
readiness  of  Guard  units  through  such  initiatives  as  Bold  Shift 
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and  Project  Standard  Bearer.  As  a  result  of  the  Gulf  War,  the 
Army  has  reexamined  its  training  program,  and  under  the  Bold 
Shift  initiative  is  developing  an  Operational  Readiness 
Evaluation  program.  This  program  is  modeled  after  the  Air 
Force's  readiness  inspection  program,  which  has  contributed 
greatly  to  the  ability  to  ascertain  the  level  of  combat  readiness 
of  Air  National  Guard  units.  Hopefully,  this  program  will 
establish  one  standard  to  which  all  elements  of  Army,  Army 
National  Guard,  and  Army  Reserve  units  must  train  to  be 
considered  combat  ready. 

The  Army  National  Guard  has  developed  a  program  call  Project 
Standard  Bearer  to  continue  to  emphasize  readiness  and  to  meet 
the  requirement  for  Army  National  Guard  units  to  deploy  with 
active  Army  contingency  forces,  and  as  Roundup  and  Roundout 
units.  Within  this  program,  the  National  Guard  is  working  to 
ensure  that  designated  early  deploying  units  are  fully  manned, 
totally  equipped,  and  validated  as  trained  to  standard.  This 
"program  will  ensure  units  are  available  for  missions  within  seven 
days  of  an  alert.  Both  of  these  programs,  along  with  the 
Congressional ly  directed  Combat  Reform  Initiatives,  are  designed 
to  enhance  the  readiness  of  the  Army  National  Guard. 

With  the  Army  continuing  to  place  emphasis  on  readiness  and 
the  Air  Force  transitioning  the  Air  National  Guard  to  the 
objective  wing  structure,  both  services  are  helping  the  National 
Guard  fulfill  its  essential  role  as  a  full  partner  in  the 
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conventional  forces  defending  our  nation.   This  close  interaction 
will  become  even  more  vital  as  the  prospect  of  regional  conflicts 
and  humanitarian  missions  grow,  while  our  total  military  forces 
shrink  in  size. 
DOMESTIC  MISSION 

As  we  continue  to  emphasize  the  importance  of  the  federal 
mission,  the  Guard  also  has  the  unique  capability  of  using  the 
forces  provided  for  its  federal  mission  to  support  individual 
states  during  a  domestic  crisis.  Although  the  traditional  state 
mission  has  been  to  respond  to  disasters  such  as  Hurricane 
Andrew,  floods  and  tornadoes,  or  to  civil  disturbances  such  as 
the  Los  Angeles  riots,  the  scope  of  domestic  missions  has  been 
recently  expanded  beyond  those  traditional  roles. 

One  of  the  primary  challenges  on  the  current  domestic  agenda 
is  to  save  a  generation  of  youth  who  are  at  risk.  The  Guard  is 
uniquely  qualified  to  assist  in  this  effort.  Since  Guard  members 
live  and  work  in  the  3,200  communities  where  they  serve,  they 
are  members  of  an  organization  that  reflects  the  cultural 
diversity  of  this  nation.  To  invest  in  the  Guard  is  to  reinvest 
in  America. 

Today  this  nation  looks  for  ways  to  maximize  the  use  of 
federal  dollars,  reduce  the  deficit  and  enhance  the  living 
standard  of  the  poorest  American.  In  looking  inward,  the  Guard 
provides  a  way  to  contribute  to  all  three.  As  a  cost  effective, 
on-call  militia,  the  Guard  provides  a  ready  force  at  a  fraction 
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of  the  cost  of  maintaining  a  standing  army,  thereby  freeing 
dollars  that  can  be  used  to  reduce  the  deficit  or  improve  the 
economy.  By  utilizing  the  available  resources  in  the  Guard,  we 
can  accomplish  some  of  the  domestic  missions  that  are  being  re- 
defined by  the  needs  of  the  nation  today. 

The  war  on  drugs  has  been  on-going  for  almost  a  decade.  New 
efforts  are  being  made  to  address  not  only  the  interdiction  of 
drugs,  but  also  the  education  of  American  youth  to  reduce  the 
demand  for  drugs.  The  Guard,  as  a  community-based  force,  is 
uniquely  positioned  to  support  this  alternative  to  drug  use  by 
establishing  community  outreach  programs  which  offer  alternatives 
to  our  children.  This  can  be  accomplished  by  involving  at-risk 
youth  in  programs  to  teach  productive  life  skills,  participation 
in  sports  activities  at  armories,  and  improvement  of  learning 
skills.  These  learning  skills  can  include  computer  literacy, 
math  and  science  programs,  and  completion  of  a  high  school 
equivalency  certificate. 

The  continued  availability  of  the  Guard  as  a  state  force  to 
respond  to  natural  and  civil  disasters  is  imperative. 
Maintaining  a  strong  federal  mission  will  provide  the  units 
necessary  to  respond  to  state  needs.  At  the  same  time,  these 
resources  should  be  made  available  for  reinvesting  in  America's 
future,  our  children. 
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CONCLUSION 

Although  it  is  assumed  that  no  major  conflict  looms  on  the 
horizon,  we  must  maintain  our  readiness  to  respond  to  a  wide 
range  of  contingencies.  By  necessity,  we  should  re-examine, 
restructure,  and  redirect  the  roles  and  missions  of  our  forces. 
This  can  best  be  done  by  balancing  the  capabilities  of  the 
active,  Guard,  and  reserve  forces  to  provide  the  most  effective 
mix  at  the  lowest  cost.  Because  of  its  proven  ability  to  provide 
combat  ready  forces,  its  unigue  community-based  organizational 
structure,  and  its  dual  federal  and  state  role,  the  Guard  offers 
an  opportunity  to  provide  a  major  portion  of  the  forces  needed 
for  this  country's  defenses,  while  taking  on  the  challenge  of  new 
domestic  recjuirements  with  little  additional  cost. 

None  of  this  is  without  risk.  Finding  the  optimum  balance 
between  the  forces  needed  for  future  contingencies  and  domestic 
requirements  and  what  is  affordable,  is  a  formidable  task.  The 
National  Guard,  both  Army  and  Air,  offers  a  wide  range  of 
capabilities  that  can  contribute  to  both  our  national  defense  and 
to  the  rebuilding  of  America  at  an  affordable  cost. 

The  activities  of  the  past  year  in  establishing  a  more 
stable  force  level,  and  the  programs  being  undertaken  to  improve 
the  readiness  and  accessibility  of  National  Guard  units,  will 
help  to  ensure  our  nation  has  the  most  cost-effective  insurance 
available  to  meet  the  uncertainties  of  the  future,  both  foreign 
and  domestic. 
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Thursday,  May  6,  1993. 

RESERVE  OFFICERS  ASSOCIATION  OF  THE  UNITED 

STATES 

WITNESS 
MAJ.  GEN.  EVAN  L.  HULTMAN,  USAR  (RET.)  EXECUTIVE  DIRECTOR,  RESERVE 

officers  assocation  of  the  united  states 

Introduction 

Mr.  MuRTHA.  The  next  witness  is  Major  General  Evan  Hultman 
of  the  Reserve  Officers  Association. 
General  Hultman. 

Statement  of  General  Hultman 

General  Hultman.  Good  morning,  Mr.  Chairman  and  Members 
of  the  committee. 

On  behalf  all  of  the  members  of  the  Reserve  Officers  Association 
I  want  to  thank  you  and  the  Members  of  the  committee  for  all  that 
you  have  done  and  continue  to  do.  Because  what  you  said  a 
moment  ago  certainly  meant  that  our  Reserve  forces  remain 
strong,  and  only  because  of  you  and  your  committee  were  we  able 
to  accomplish  the  mission  in  the  desert. 

Let  me  deal  quickly  with  one  little  part  because  everything  that 
has  been  said  to  this  point  by  all  of  the  presenters  as  well  as  you, 
certainly,  the  Reserve  Officers  Association  agrees  with,  and  our  tes- 
timony outlines  a  lot  of  that. 

We  certainly  agree  with  the  Naval  Association  and  their  refer- 
ence with  the  part  of  the  RAND  study,  which  is  delayed,  that  per- 
tains to  Navy,  that  it  was  clearly  faulty  in  that  arena.  That  report 
is  to  come  to  you  sometime  later  this  month  in  terms  of  recommen- 
dations from  the  Pentagon  and  the  bottom-up  study  from  the  Sec- 
retary of  Defense. 

In  light  of  getting  those  to  make  sound  decisions,  which  is  what 
your  committee  has  done  and  why  you  hold  the  hearings,  it  is  this 
interim  period  that  concerns  us  because  like  your  colleague  a 
moment  ago  in  discussing  the  industrial  base,  and  your  comment 
and  your  observation  was  so  very  sound,  the  same  thing  applies  to 
the  Guard  and  the  Reserve  uniquely,  because  in  this  short  period, 
if  we  do  some  things  in  terms  of  bringing  the  Guard  and  the  Re- 
serve down  or  the  adjustments  that  are  not  sound  and  smart,  we 
will  do  something  from  which  we  can't  recover  in  the  short  run  at 
all  because  of  the  uniqueness  of  the  Guard  and  Reserve  as  com- 
pared to  the  active. 

Because  in  this  arena,  in  base  closing,  the  Reserve  and  the 
Guard  have  a  unique  relationship.  They  are  different  from  the 
active  because  you  can  move  the  active,  but  when  you  take  the 
only  base  available  for  500  miles  from  a  Reserve  unit,  you  have  de- 
stroyed the  unit  and  you  have  done  something  from  which  you 
can't  recover. 

So  secondly,  those  proposed  end-strength  reductions  referred  to 
such  as  that  15  percent  right  now  in  the  Navy  and  Marine  Corps, 
we  believe  again  in  this  short  interim  period  is  something  we 
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cannot  recover  from  in  the  long  run,  that  we  must  wait  for  the 
analysis  and  the  study  so  you  can  make  a  sound  decision. 

In  summary,  without  the  roles  and  without  the  funding  neces- 
sary to  make  participation  of  the  Guard  and  Reserve  meaningful, 
the  Reserve  components  will  degenerate  and  the  cost-effective  de- 
fense capability  will  be  lost  to  this  Nation. 

So  we  say  to  you  one  thing.  We  agree  we  have  to  come  down.  We 
agree  adjustments  have  to  be  made,  but  in  terms  of  the  Guard  and 
Reserve,  it  is  doubly  critical  that  those  decisions  be  made  soundly 
and  that  we  don't  do  something  for  the  sake  of  the  short  run,  some- 
thing from  which  we  can't  recover. 

Mr.  MuRTHA.  We  appreciate  your  coming  before  the  Committee, 
and,  of  course,  your  advice  over  the  years  has  been  invaluable  to 
us.  We  are  very  concerned  about  the  overall  readiness.  We  will, 
when  we  mark  up,  certainly  take  into  consideration  what  you  have 
said  and  your  advice. 

General  Hultman.  Thank  you  for  the  great  support  you  have 
given  to  the  total  force  and  strength  of  our  Nation. 

Mr.  MuRTHA.  Thank  you. 

[The  statement  of  General  Hultman  follows:] 
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statement  of  Major  General  Evan  L.  Hultman,  AUS  (Ret.)f  Executive 
Director  of  the  Reserve  Officers  Association  of  the  United  States, 
for  the  House  Appropriations  Subcommittee  on  Defense,  regarding  the 
Defense  Appropriations  Bill  for  Fiscal  Year  1994 — 6  May  1993. 

Mr.   Chairman  and  Members  of  the  Subcommittee: 

On  behalf  of  the  many  members  of  the  Reserve  Officers 
Association  from  each  of  the  uniformed  services,  I  appreciate  the 
opportunity  to  address  this  subcommittee  to  present  the  associa- 
tion's views  and  concerns  relating  to  the  Reserve  components  and 
the  Defense  Appropriations  for  FY94. 

First,  I  would  like  to  thank  you  for  your  past  support  of  the 
Reserve  components.  Through  your  appropriations  for  Reserve  com- 
ponent programs  and  especially  the  funding  you  have  added  for  the 
procurement  of  Guard  and  Reserve  equipment  and  to  increase  end 
strengths,  you  have  contributed  directly  to  the  exceptionally  high 
morale  and  to  the  highest  state  of  Reserve  component  readiness  in 
history.  Without  your  past  support,  the  Reserve  components  could 
never  have  responded  as  they  did  in  Operations  Desert  Shield/Desert 
Storm  and  other  contingencies. 

This  subcommittee  confronts  the  unenviable  task  of  charting 
a  new  course  for  the  nation's  defense — our  country  is  in  transi- 
tion. The  threats  to  our  national  security  have  been  altered  by 
the  demise  of  the  Soviet  Union  and  the  end  of  the  Cold  War.  The 
threat  of  an  East-West  confrontation  has  essentially  disappeared, 
but  the  world  has  become  more  volatile  with  the  rise  of  ethnic  and 
religious  hostilities,  regional  instabilities,  nuclear  prolifera- 
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tion  and  terrorism.  There  are  economic  and  political  pressures 
to  reduce  defense  spending  and  increase  spending  for  domestic 
programs.  A  changing  world  and  a  new  Administration  are  altering 
national  priorities.  As  East-West  tensions  have  diminished  and 
economic  problems  have  persisted,  some  emphasis  is  being  shifted 
from  military  programs  to  that  of  economic  security.  This  sub- 
committee is  cognizant  of  change  but  may  be  without  some  of  the 
data  needed  to  make  sound  decisions. 

The  Congress,  in  its  Fy92-93  Defense  Authorization  Act, 
rejected  the  DoD  Total  Force  Study  submitted  in  December  1990  as 
being  inadequate,  instructed  DoD  to  contract  for  an  independent 
Force  Mix  Analysis,  and  directed  the  Joint  Chiefs  of  Staff  to 
evaluate  the  analysis.  RAND  was  selected  to  complete  the  analysis, 
and  their  December  1992  report  recognizes  Reserve  component 
strengths  and  includes  appropriate  factors  in  force  mix  decisions 
for  the  Army  and  the  Air  Force  Reserve  components.  The  portion 
covering  the  Navy  and  Marine  Corps  was  assigned  to  the  Center  for 
Naval  Analyses  (CNA)  and,  in  the  case  of  the  Navy,  includes  the 
bias  toward  a  relatively  large  active-duty  force  which  has  invali- 
dated previous  Total  Force  analyses.  We  understand  the  analysis 
of  the  RAND  report  that  the  Secretary  of  Defense  and  the  Joint 
Chiefs  of  Staff  were  to  have  completed  has  been  delayed  until  mid- 
May. 

In  commenting  on  the  DoD  FY94  Budget  Request,  Secretary  of 
Defense  Les  Aspin  stated  that  the  request  "treads  water"  or  defers 
making  some  critical  decisions  until  a  "bottom-up  review"  of 
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potential  threats  and  of  the  forces  and  strategies  needed  to  meet 
them  has  been  completed.  He  has  suggested  that  the  review  should 
be  completed  in  late  August. 

During  Operation  Desert  Storm  and  other  contingencies,  the 
Reserve  components  clearly  demonstrated  their  mobilization 
capability  and  their  combat  effectiveness.  Also  demonstrated 
during  Operation  Desert  Storm  was  the  exceptional  public  support 
the  Guard  and  Reserve  generate  when  they  are  activated.  The 
Congress  has  long  understood  the  cost-effectiveness  of  the  Reserve 
components — their  ability  to  provide  combat  capability  for  a  cost 
far  below  that  of  the  active  components.  Additionally,  dependence 
on  Reserve  forces  ensures  that  there  is  sufficient  political 
support  for  military  involvement  before  that  option  is  exercised. 

In  the  past,  the  Department  of  Defense  has  resisted  increasing 
the  roles  of  the  Guard  and  Reserve  and  has  proposed  budget-driven, 
across-the-board  reductions.  The  Congress  has  repeatedly  rejected 
large  Guard  and  Reserve  reductions  and  called  for  a  greater  use  of 
the  Reserve  components. 

There  now  seems  to  be  more  agreement  that  the  roles  of  the 
Reserve  components  will  be  increased  as  the  active  components  are 
drawn  down.  There  seems  to  be  much  less  agreement  on  what  the 
future  roles  of  the  Guard  and  Reserve  will  be. 

ROA  applauds  the  recognition  being  given  to  the  Reserve 
components.  We  look  forward  to  the  completion  of  any  analysis 
which  will  adequately  factor  in  the  capabilities  and  cost- 
effectiveness  of  Reserve  forces.   ROA  is  concerned,  however,  that 
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interim  actions  my  jeopardize  Reserve  component  readiness.  Some 
base  closure  actions  and  proposed  end-strength  reductions  of 
roughly  15  percent  for  the  Naval  and  Marine  Corps  Reserve 
components  will  have  significant,  negative  short-term  and  long-term 
effects.  Unless  Reserve  component  programs  are  adequately  and 
timely  funded,  some  Reserve  capabilities  will  be  lost  forever. 

Unlike  the  active  components,  whose  mission  during  times  of 
peace  is  that  of  full-time  training.  Reserve  forces  cannot  be 
generated  or  reconstituted  as  rapidly.  The  Reserve  forces  rely 
heavily  on  the  active  components  to  provide  the  initial  training 
and  qualification  of  their  members.  Much  more  time  is  required  to 
train  a  Reservist  who  has  not  had  active-duty  experience.  When  a 
Reserve  unit  loses  a  Reservist,  a  significant  amount  of  time  may 
be  required  to  train  a  replacement,  unless  a  recently  separated, 
experienced  active-duty  member  is  available  or  a  transfer  of  a 
trained  Reservist  from  another  unit  can  be  accomplished. 

Demographics  are  critical  to  Reserve  component  readiness. 
Units  must  be  located  to  provide  ready  access  to  its  members  and 
potential  members.  Unlike  their  active-duty  counterparts  who  can 
be  readily  moved  to  new  locations.  Reservists  are  tied  to  their 
civilian  employment  and  are  thus  often  unable  to  make  a  move. 
There  is  a  limit  to  how  far  they  can  afford  to  commute  to  meet 
training  and  other  service  requirements.  The  closing  of  facilities 
or  unit  movements  or  consolidations  can  thus  deprive  the  Reserve 
components  of  populations  of  quality,  experienced  personnel  and 
thus  eliminate  capabilities  or  greatly  increase  training  costs. 
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Because  serving  in  the  Guard  or  Reserve  must  be  subordinate 
to  the  daily  demands  of  a  Reservist's  civilian  occupation,  the 
effects  of  change  and  turbulence  can  be  more  devastating  to  Reserve 
component  readiness  than  to  the  readiness  of  the  active  components. 
Stability  is  critical  to  Reserve  readiness.  Base  closure  actions 
and  end-strength  reductions,  which  translate  into  personnel  sepa- 
rations, not  only  deprive  Reserve  components  access  to  trained  and 
experienced  personnel,  they  discourage  and  drive  away  Reservists 
who  might  otherwise  serve.  The  turbulence  or  uncertainty  currently 
being  experience  by  Reservists  is  affecting  both  retention  and  re- 
cruitment. The  Reserve  components  can  benefit  from  the  relatively 
large  experienced  pool  of  personnel  who  are  being  separated  from 
the  active  components,  but  unless  the  Reserve  components  can  proved 
some  promise  of  a  rewarding  continuing  career  they  will  be  unable 
to  attract  quality  personnel. 

In  recent  testimony  before  the  House  Armed  Services  Subcom- 
mittee on  Military  Forces  and  Personnel,  Mr.  Francis  M.  Rush, 
Jr.,  the  Principal  Director,  Manpower  and  Personnel  Office  of  the 
Assistant  Secretary  of  Defense  for  Reserve  Affairs,  stated  that 
retention  rates  were  higher  among  those  who  were  activated  for 
Operation  Desert  Shield/Desert  Storm  than  among  those  who  were  not. 
There  may  not  be  a  simple  reason  for  the  better  retention  among 
those  who  participated  in  the  Persian  Gulf  War,  but  it  certainly 
suggests  that  Reservists  want  to  be  involved  in  real  missions;  they 
want  to  be  a  part  of  the  first  team.  The  importance  of  mission 
was  reinforced  by  all  or  nearly  all  of  the  Reserve  Chiefs  who  were 
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present.  Each  confirmed  that  nothing  is  more  critical  to  retention 
than  meaningful  missions  and  the  perception  that  Reservists  are  a 
real  part  of  the  Total  Force. 

The  importance  of  mission  comes  as  no  surprise  to  ROA.  The 
association  has  consistently  urged  that  the  Reserve  components  be 
given  meaningful  combat,  combat  support,  and  combat  service  support 
missions  and  that  they  be  provided  the  equipment  and  training 
necessary  to  ensure  readiness.  Without  the  roles  and  funding 
necessary  to  make  participation  in  the  Guard  and  Reserve  meaning- 
ful, the  Reserve  components  will  degenerate  and  cost-effective 
defense  capability  will  be  lost  to  this  nation. 

If  the  Reserve  components  are  to  remain  viable.  Guard  and 
Reserve  programs  must  be  adequately  funded  to  meet  unique  require- 
ments of  the  Reserve  components.  Insufficient  funding  now  could 
seal  the  fate  of  the  Reserve  forces  even  before  force  mix  and  force 
structure  analyses  are  completed. 

The  funding  requirements  for  each  of  the  Reserve  components 
differ.   The  following  addresses  specific  service  requirements. 

ARMY  RESERVE 

Thanks  to  the  interest  of  the  Congress,  today's  Army  Reserve 
is  the  best  prepared,  trained  and  ready  Army  Reserve  ever.  Due  to 
congressional  concern,  the  readiness  of  the  Army  Reserve  has 
improved  dramatically  over  the  past  several  years.  Without 
congressional  assistance,  the  resourcing  of  the  Army  Reserve  would 
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have  been  at  much  lower  levels.  Even  with  congressional  support, 
the  Army  Reserve  when  compared  to  the  other  Reserve  components  has 
the  lowest  levels  of  equipment  on-hand  (EOH) ,  the  lowest  percentage 
of  full-time  support  (FTS)  and  unfortunately,  because  of  this  low- 
level  of  resourcing,  the  lowest  level  of  readiness  of  all  the 
Reserve  components.  We  urge  the  Congress  to  continue  to  resource 
the  Army  Reserve  at  the  higher  levels  to  bring  it  to  parity  with 
the  other  Reserve  components. 

Today's  Army  is  made  up  of  the  most  talented  active  and  Reserve 
forces  in  history.  ROA  agrees  with  the  assertion  in  the  Fiscal 
Year  1994  United  States  Army  Posture  Statement  that  "We  cannot  be 
simply  a  smaller  Army;  the  post-Cold  War  era  requires  transition 
to  a  different  Army."  We  also  agree  with  the  assertion  that  "A 
smaller  force  entails  accepting  greater  risks  in  an  uncertain 
volatile  world.  Whatever  the  circumstances,  we  must  have  the 
resources  and  the  flexibility  to  attain  decisive  victory  for  our 
nation."  We  believe  that  the  "different  Army"  should  be  one  that 
relies  more  on  its  Reserve  component.  We  also  believe  that  the 
risk  can  be  reduced  if  adequate  resources  are  allocated  to  the  Army 
Reserve  and  Army  Guard. 

The  Army  Reserve  is  the  backbone  of  the  Total  Army's  ability 
to  go  to  war  and  sustain  operations.  It  provides  at  a  reduced 
cost,  the  myriad  wartime  support  capabilities  not  required  or 
affordable  on  a  full-time  basis  in  peacetime. 

Once  mobilized,  the  Army  Reserve  manages  the  loading  and 
unloading  of  ships;  expands  the  training  and  mobilization  base  here 
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in  the  continental  United  States;  provides  logistical  and  medical 
support  at  home  and  in  the  theaters  of  operations;  transports 
personnel,  supplies,  and  equipment;  builds  roads,  base  camps,  and 
fortifications;  establishes  and  operates  prisoner  of  war 
facilities;  repairs  equipment;  conducts  civil  affairs  and 
psychological  operations;  and  from  its  Individual  Ready  Reserve 
(IRR)  of  over  400,000  personnel,  fills  active.  Army  Guard,  and  Army 
Reserve  units  with  trained  personnel.  The  Army  Reserve  has  proven 
itself  to  be  a  successful  and  essential  partner  to  the  Total  Army. 
It  allows  our  Congress  and  our  nation  to  maintain  a  viable  and 
effective  deterrent  force  at  a  much  reduced  cost. 

We  believe  the  most  critical  issues  facing  the  Army  Reserve 
in  FY94  are: 

o  Major  Army  command  (MACOM)  status  for  the  Army  Reserve 

o   Full-time  support  (FTS) 

o  Funding 

o  Equipment 

Major  Army  Command  (MACOM)  Status 

The  Reserve  Officers  Association  urges  Congress  to  support  the 
recently  introduced  House  Bill  H.R.  1827,  co-sponsored  by 
Congressman  Laughlin  (D,TX)  and  Congressman  Montgomery  (D,MS) , 
which  establishes  the  US  Army  Reserve  Command  as  a  separate  major 
Army  command  (MACOM)  reporting  directly  to  the  Chief  of  Staff, 
Army.  This  bill  supports  the  recommendation  of  the  congressionally 
directed  United  States  Army  Reserve  Command  Independent  Commission 
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in  its  final  report  submitted  to  the  Secretary  of  the  Army  on 
October  15,  1992. 

MACOM  status  will  fulfill  congressional  intent  by  removing  the 
last  costly  and  redundant  layers  of  bureaucracy  that  currently 
inhibit  responsiveness  and  obscure  ultimate  accountability.  The 
Chief,  Army  Reserve  as  its  Commander  needs  to  be  directly 
responsible  to  the  Chief  of  Staff,  Army  for  training  and  providing 
federal  Reserve  forces  needed  for  mobilization.  The  current 
subordinate  command  status  significantly  limits  his  authority  and 
initiative  in  ways  the  active  component  would  never  stand  for  in 
its  own  operations  and  command  and  management  organization.  The 
establishment  of  the  command  was  a  fine  beginning,  but  as  the  Army 
Reserve  goes  through  the  next  several  years  of  reorganization  and 
down-sizing,  MACOM  status  will  allow  for  more  efficient  and 
effective  results  making  the  Chief,  Army  Reserve  accountable  for 
Army  Reserve  readiness. 

Full  Time  Support  (FTS) 

The  entire  FTS  program  in  the  Army  Reserve  appears  to  be  the 
victim  of  misunderstanding.  The  level  of  FTS  in  the  Army  Reserve 
has  always  been  and  continues  to  be  the  lowest  of  any  Reserve 
component.  Thus,  despite  decreasing  end  strength,  the  need  for 
FTS  has  not  decreased.  The  full-time  force  of  civilian  military 
technicians,  AGR  soldiers  and  active-duty  soldiers  administers, 
plans,  and  maintains  equipment  which  allows  drilling  Reservists  to 
spend  the  maximum  amount  of  precious  drill  time  actually  training. 
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The  FTS  force  also  performs  a  vital  training  mission  for  drilling 
Reservists — training  them  on  the  newest  ec[uipment  and  the  latest 
methods  and  doctrine  used  by  the  Army. 

The  FY94  DoD  Budget  Request  reflects  a  FTS  decrease  of  95 
Active  Guard  and  Reserve  (AGR)  and  180  military  technicians 
(MILTECHs) ,  and  keeps  the  FTS  level  for  the  Army  Reserve  at  eight 
percent  (the  lowest  of  any  Reserve  component) .  FTS  continues  to 
be  a  key  factor  in  USAR  unit  readiness,  with  AGRs  and  MILTECHs 
offering  the  most  flexibility  for  readiness  improvement.  The 
congressionally  directed  Army  Reserve  Command  Independent 
Commission  recommended  that  the  percentage  of  FTS  for  the  Army 
Reserve  should  be  12  percent  to  bring  it  closer  to  parity  with  the 
other  Reserve  components  that  historically  have  had  higher  levels 
of  readiness.  We  urge  the  Congress  to  restore  AGRs  to  13,500  and 
the  MILTECHs  to  7,500  in  FY94.  This  restoral  would  be  a  first  step 
to  reaching  a  12  percent  FTS  end  strength  in  FY96. 

Reserve  Personnel.  Army  fRPA^ 

We  are  concerned  that  the  FY94  DoD  RPA  Budget  Request  for  $2 . 1 
billion  is  insufficient.  The  budgeted  RPA  will  provide  for  the 
pay  for  annual  training  (AT)  and  inactive  duty  for  training  (IDT) 
for  the  FY94  Selected  Reserve  (SELRES)  end  strength  of  260,000  and 
for  only  some  of  the  other  vital  needs  for  the  base  SELRES  and 
other  Reserve  personnel.  It  fails  to  adequately  support  the 
various  training  and  professional  development  education 
requirements   of   the   Army  Reserve.     Specifically   there   is 


10 


525 


insufficient  funding  in  the  School,  Mobilization  and  Special 
Training  accounts  to  pay  for  the  support  associated  with  the  entire 
SELRES,  the  basic  needs  of  the  Individual  Ready  Reserve,  and  for 
the  Reserve  component  transition  benefits  for  soldiers  who  have 
lost  unit  membership  due  to  the  reductions  in  the  size  of  the 
force.  We  urge  the  Congress  to  add  FY94  funds  of  at  least  $71.6 
million  in  RPA  to  allow  the  Army  Reserve  to  be  mission-capable  and 
meet  the  recently  authorized  transition  benefit  obligations  in 
FY94. 

Operation  and  Maintenance.  Armv  Reserve  (OMARl 

The  DoD  request  for  the  Army  Reserve  O&M  account  for  FY94  is 
$1.1  billion.  This  budgeted  OMAR  level  fails  to  provide  the 
necessary  support  tail  for  the  FY94  SELRES  and  MILTECH  end 
strength.  This  shortfall  in  the  FY94  request  will  force  the  Army 
Reserve  to  compensate  by  further  reducing  equipment  and  facility 
maintenance,  operating  tempo  (fuel  and  repair  parts)  and  supply 
purchases.  Backlogs  for  maintenance  service  will  probably  continue 
to  grow,  and  necessary  support  to  essential  training  will  continue 
to  deteriorate,  resulting  in  decreased  readiness.  We  urge  the 
Congress  to  add  an  additional  $40.2  million  in  OMAR  funds  to  meet 
this  need. 

Equipment 

The  Army  Reserve's  equipment-on-hand  (EOH)  readiness  has 
improved  significantly  over  the  past  several  years,  thanks  to  the 
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attention  of  the  Congress  and  the  Department  of  Defense. 
Unfortunately,  the  Army  Reserve  still  lags  behind  all  other  DoD 
Reserve  components  in  the  amount  of  required  equipment  actually  on 
hand  when  compared  to  its  wartime  requirement. 

Equipment-on-hand  (EOH)  for  Army  Reserve  units  is  currently 
62  percent,  the  lowest  EOH  percentage  of  all  the  Reserve 
components.  The  percentage  of  EOH  is  critical  to  unit  readiness 
and  contributes  significantly  to  the  Army  Reserve's  historically 
low  unit  readiness  figures.  The  Army  procurement  system  isn't 
designed  to  relieve  Army  Reserve  equipment  shortages  and  hasn't 
been  effective  in  doing  so.  It  focuses  on  filling  Force  Package 
1  and  orients  on  combat  arms  systems  while  the  Army  Reserve  is 
mainly  combat  service  and  combat  service  support — thus  little 
relief.  Systems  undergoing  modernization  only  account  for 
approximately  17  percent  of  the  Army  Reserve  equipment  inventory. 
The  promise  of  cascading  equipment  from  the  active  component  has 
been  hollow  and  at  best  has  only  provided  the  Army  Reserve  with 
older  equipment  which  reduces  interoperability  with  the  active 
component  while  increasing  sustainment  costs.  The  only  working 
solution  to  this  continuing  problem  appears  to  be  the  Dedicated 
Procurement  Program  (DPP) .  DPP  is  able  to  provide  items  not 
available  in  the  active  component  inventory  or  in  the  force 
modernization  program. 

The  Army  Reserve  has  established  priorities  for  equipment 
procurement.  We  support  the  Army  Reserve's  goal  to  equip  its 
contingency  force  pool  units  in  Force  Package  1,  its  special 
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forces,  and  its  other  early  mobilizing  and  deploying  units  first. 
We  urge  the  Congress  to  fund  the  FY94  Dedicated  Procurement  Program 
reguest  for  the  Army  Reserve. 

Conclusion 

Combat  capability  and  readiness  of  the  Army  Reserve  depends 
equally  upon  Army  Reserve  peacetime  command  and  control;  the 
Reserve  personnel,  full-time  support  personnel,  and  operation  and 
maintenance  accounts;  and  the  availability,  modernization  and 
interoperability  of  equipment.  ROA  urges  the  Congress  to  pass  H.R. 
1827  establishing  major  Army  command  (MACOM)  status  for  the  Army 
Reserve  and  to  provide  sufficient  funding  to  allow  the  Army  Reserve 
to  support,  equip  and  train  its  citizen-soldiers. 

AIR  FORCE  RESERVE 

The  Air  Force  Reserve  (APR)  continued  to  demonstrate  its 
capability  and  readiness  in  1992  by  flying  more  than  150,000  hours 
to  all  parts  of  the  world  in  support  of  national  interests  of  the 
United  States.  One  third  of  the  required  airlift  missions  of  the 
Air  Force  were  accomplished  by  the  AFR.  This  was  possible  because 
more  than  99  percent  of  Air  Force  Reserve  airlift  units  were 
mission-ready  and  able  to  deploy  within  72  hours. 
j|  Air  Force  Reservists  served  throughout  the  world  in  1992 .  AFR 
airlift  units  flew  thousands  of  tons  of  relief  supplies  to  Moscow, 
Mongolia,  the  Middle  East,  Sarajevo,  and  Somalia.   Fighters  also 
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contributed  to  the  national  effort  when  AFR  F-16s  began  to  patrol 
the  no-fly  zones  over  Iraq  in  December.  The  AFR  simultaneously 
continued  to  meet  its  commitment  to  fly  C-130  shuttle  missions  in 
Central  and  South  America.  In  addition  to  the  participation  of 
flying  units,  AFR  medical  personnel  and  civil  engineers  built, 
improved,  or  repaired  schools,  clinics,  water  supplies,  and  roads 
in  Panama,  Honduras,  Ecuador  and  other  locations. 

Air  Force  Reservists  were  also  involved  closer  to  home, 
fighting  forest  fires  in  California,  rescuing  people  from  mountains 
and  at  sea,  and  working  more  than  25,000  mandays  in  support  of 
anti-drug  efforts.  Besides  flying  63  weather  reconnaissance 
missions  into  8  storms.  Air  Force  Reservists  flew  750  sorties  with 
badly  needed  supplies  in  the  wake  of  Hurricane  Andrew. 

The  AFR's  301st  Rescue  Squadron  provided  the  only  helicopter 
rescue  capability  in  the  Homestead,  Florida  area  for  several  days 
after  the  storm.  The  unit's  members  saved  137  lives,  despite  the 
fact  that  many  of  them  had  lost  everything  themselves  to  the 
hurricane. 

All  of  this  superb  capability  is  a  real  bargain  for  the 
American  taxpayer.  The  Air  Force  Reserve  provides  20  percent  of 
the  Air  Force's  total  combat  capability  with  just  over  80,000 
people.  Clearly,  the  AFR  deserves  the  support  of  the  Congress  in 
maintaining  its  superb  readiness  and  capability  as  an  essential 
component  of  the  Total  Force. 

One  item  that  requires  the  support  of  the  Congress  is  command 
and  control  of  the  Air  Force  Reserve.  The  high  state  of  readiness 
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and  capability  of  the  AFR  is  a  direct  result  of  Reservists  leading 

Reservists.   Until  now,  the  Air  Force  has  complied  fully  with  the 

intent  of  Public  Law  90-168  by  allowing  the  Chief /Commander  of  the 

Air  Force  Reserve  to  manage /command  all  of  his  forces  in  peacetime. 

Gaining  commands  establish  operational-readiness  standards  for  AFR 

units  and  validate  that  readiness  through  periodic  inspections. 

Reserve  personnel  administer  day-to-day  activities  to  ensure  the 

attainment  of  required  standards.  However,  the  contention  by  some 

in  the  Pentagon  that  the  Goldwater-Nichols  Act  requires  the 

peacetime  assignment  of  Reserve  forces  to  unified  and  specified 

combatant  commands  threatens  to  destroy  the  highly  effective 

management  structure  and  consequent  high  and  virtually  unique 

readiness  and  capability  of  the  Air  Force  Reserve.   We  ask  that 
i 
[   the  Congress  specify  in  law  that  command  and  control  of  all  AFR 

I   forces  remain  with  the  Chief /Commander  of  the  Air  Force  Reserve 

i 

until  they  are  mobilized  or  called  to  active  duty. 

A  measure  of  the  reliance  the  Air  Force  places  upon  the  AFR  is 

the  end-strength  request  of  81,500  personnel.   This  is  only  800 

below  the  FY93  authorization  of  82,300,  and  reflects  the  many  new 

missions  and  requirements  being  assumed  by  the  AFR.   ROA  urges  the 

Congress  to  support  the  requested  end-strength  for  FY94.Combat 

capability  in  the  AFR  depends  upon  many  factors,  full-time  support 

personnel.   Operations  and  Maintenance   (O&M)   accounts,   modern 

equipment  and  facilities,  as  well  as  Reserve  personnel.   We  ask 

you  to  support  the  dollars  requested  to  fund  these  vital 

ingredients  of  the  AFR's  formula  for  success. 
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To  maintain  its  combat  capability,  the  AFR  must  have  modern 
equipment  consistent  with  that  of  the  active  force.  Upgrades  of 
existing  aircraft  is  one  way  of  maintaining  this  capability.  We 
ask  that  you  provide  $68.21  million  in  addition  to  the  APR  budget 
request  for  upgrades  of  C-130,  AC-130,  F-16,  0/A-lO,  C-5,  C-141, 
H-60,  and  KC-135.  Operational  requirements  and  safety  demand  that 
AFR  aircraft  be  kept  in  the  best  possible  condition. 

Modernization  also  involves  the  replacement  of  obsolescent 
aircraft.  Previously,  the  Congress  provided  funds  to  begin  the 
replacement  of  the  AFR's  old  C-130  aircraft  at  Peterson  AFB,  CO 
with  new  "H"  models.  We  recommend  that  authorization  and  funds 
for  four  aircraft  to  continue  the  unit's  modernization  be  included 
in  FY94. 

Training  devices  and  simulation  are  areas  that  deserve 
increased  support  because  of  the  cost  effective  payoff  in  readiness 
and  combat  capability.  The  AFR  has  developed  an  F-16  Multi-Task 
Trainer  as  a  low-cost  Operational  Flight  Trainer  equivalent.  For 
less  than  $1.0  million  per  unit,  it  offers  a  self-contained,  high- 
fidelity  environment  of  exceptional  realism.  ROA  recommends  that 
the  AFR  receive  an  additional  $32,189  for  training  devices  in  FY94. 
These  include  a  C-130  simulator,  fighter  Multi-Task  Trainers,  and 
Firearms  simulators. 

The  AFR  also  has  an  unfunded  requirement  for  $16,522  million 
for  miscellaneous  equipment.  Although  not  as  glamorous  as 
aircraft,  this  equipment  is  vital  to  combat  capability.  Included 
are   Scope   Shield   radios,   electronic   warfare   ramp   testers. 
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improvements  in  computer  technologies,  communications  upgrades,  and 
vehicles. 

As  the  past  year  has  once  again  proved,  the  Air  Force  Reserve 
is  shouldering  an  increasing  share  of  the  Air  Force  operational 
mission.  The  dollars  recommended  will  be  well-spent.  With  your 
continued  understanding  and  support,  the  AFR  will  continue  to 
provide  a  superb,  cost-effective,  combat  ready  fighting  force. 

NAVAL  RESERVE 

The  Reserve  Officers  Association  strongly  objects  to  the 
Administration's  proposal  to  reduce  the  Naval  Reserve  by  more  than 
20,000  personnel  in  Fiscal  Year  1994.  If  the  request  is  approved, 
the  Naval  Reserve,  which  had  grown  to  more  than  151,000  personnel 
in  Fiscal  Year  1991,  would  drop  to  113,378,  a  reduction  of  more 
than  15  percent  in  a  single  year  and  25  percent  from  the  recent 
maximum  strength. 

This  proposal  is  in  direct  conflict  with  the  guidance  Congress 
provided  to  the  services  in  the  Fiscal  Year  1991  DoD  Authorization 
Act  which  included  the  statement  that,  "The  Department  of  Defense 
should  shift  a  greater  share  of  force  structure  and  budgetary 
resources  to  the  Reserve  components  of  the  United  States." 

The  Navy's  recommendation  is  also  inconsistent  with  the  budget 
guidance  from  the  Secretary  of  Defense  where  he  included  direction 
to  the  Services  to  "plan  FY94  reductions  to  Reserve  component 
forces  at  a  rate  that  is  realistic  in  light  of  previous  rates 
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enacted  by  Congress." 

When  the  Administration  proposed  to  make  similar  cuts  in  Naval 
Reserve  personnel  strength  in  Fiscal  Years  1992  and  1993,  ROA 
objected.  Congress  analyzed  the  situation  and  restored  much  of  the 
proposed  force  reduction.  In  fact,  the  reductions  proposed  for  the 
Naval  Reserve  for  Fiscal  Years  1992  and  1993  were  moderated  by 
Congress  both  years  to  one-half  the  level  proposed. 

ROA  strongly  recommends  that  Congress  make  a  similar  restoral 
for  Fiscal  Year  1994.  It  is  all  too  apparent  that  the  absence  of 
important  civilian  leadership  in  the  Department  of  the  Navy  and  the 
Department  of  Defense  has  resulted  in  the  creation  of  a  Navy  budget 
request  not  an  Administration's  Budget  Request.  After  all,  Admiral 
Frank  Kelso,  the  Chief  of  Naval  Operations,  was  also  the  Acting 
Secretary  of  the  Navy,  and  many  other  key  civilian  positions  in  the 
Navy  Secretariat  and  the  Department  of  Defense  were  vacant  during 
the  finalization  of  the  budget  request  that  is  now  under 
consideration  by  Congress. 

It  goes  without  saying  that  Congress  must  be  weary  of  the 
repeated  requests  from  ROA  to  restore  Reserve  personnel  strength. 
Certainly,  ROA  is  weary  of  having  to  make  such  requests.  We  are 
aware  of  the  increasing  difficulty  of  the  challenge  this  request 
presents  to  find  the  funding  necessary  to  make  the  needed 
restorations.  That  we  are  compelled  to  make  this  type  of  request 
again  this  year,  is  certainly  "bad"  news.  The  "good"  news  is  that 
we  will  only  be  making  a  request  for  restoral  on  behalf  of  the  sea- 
service  Reserve   components.     The  Army  and  Air   Force  have 
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demonstrated  the  type  of  conunitment  to  their  Reserve  components 
that  appears  consistent  with  Congressional  guidance  and  which  we 
think  meets  the  important  test  of  reasonableness. 

Role  of  the  RAND  Report 

ROA  was  optimistic  that  the  report  of  the  RAND  corporation, 
which  was  completed  to  meet  the  requirement  established  in  law  by 
the  Congress  to  obtain  an  independent  analysis  of  structure  and 
force  mix  options  for  each  military  service,  would  provide  a 
reasonable  approach  to  resolving  the  controversial  issue  of  the 
proper  mix  of  active  and  Reserve  forces  in  the  Navy. 
Unfortunately,  such  is  not  the  case. 

Our  review  and  analysis  of  the  RAND  report  resulted  in  an 
overall  favorable  reaction.  In  particular,  it  appears  that  RAND 
did  develop  an  objective  set  of  force  mix  alternatives  for  the  Army 
and  Air  Force.  However,  we  do  not  have  the  same  sanguine  reaction 
to  the  portions  of  the  report  pertaining  to  the  Naval  Reserve  that 
RAND  subcontracted  to  the  Center  For  Naval  Analyses  (CNA) . 

In  fact,  ROA  has  taken  extraordinary  action  in  the  form  of 
preparing  an  extensive  white  paper  to  critique  the  Navy  section  of 
the  RAND  report.  This  paper  was  published  as  a  special  edition  of 
ROA's  National  Security  Report  for  May  of  1993. 

The  major  points  of  this  paper  are: 

•  Reserve  Forces  provide  a  cost-effective  alternative  to  maintaining  the  same  capability 
in  the  Active  Force. 
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•  Reservists  also  provide  a  vital  link  between  the  Active  Duty  and  civilian  communities 
since  they  operate  in  both. 

•  Dependence  on  Reserve  Forces  ensures  that  there  is  sufficient  political  support  before 
the  military  option  is  used. 

•  Reserve  personnel  came  when  called  for  ODS  and  those  who  had  received  the 
requisite  training  and  equipment  performed  professionally. 

•  The  Navy  has  by  far  the  smallest  share  of  its  force  structure  in  its  Reserve 
component-less  than  10  percent.  The  Army  has  approximately  50  percent  and  the  Air  Force 
25  percent. 

•  The  Navy  will  continue  to  resist  increasing  its  dependence  on  the  Naval  Reserve 
until  such  time  as  its  peacetime  forward  deployment  requirements  are  formally  reduced. 

•  The  Center  for  Naval  Analyses  (CNA)  portion  of  the  RAND  report  does  not  provide 
the  quality  or  depth  of  analysis  needed  to  comply  with  congressional  direction  to  place  a 
larger  share  of  the  Navy's  force  structure  in  the  Reserve. 

•  The  CNA  preferred  alternative  with  a  Naval  Reserve  of  only  65,000  personnel  was 
the  result  of  a  simplistic  calculation,  not  comprehensive  analysis. 

•  There  are  a  variety  of  practical  proposals  for  increasing  the  role  of  the  Naval 
Reserve  that  should  result  in  a  Reserve  force  in  the  range  of  125,000  to  135,000  personnel 

•  Therefore,  Congress  should  direct  the  Navy  to  develop  a  force  mix  policy  that  is 
consistent  with  its  guidance  and  should  reject  any  substantial  reductions  in  the  Naval  Reserve 
until  the  requisite  plans  have  been  developed  and  approved. 
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PROPOSED  REDUCTIONS  FOR  FY94 

Maritime  Patrol  (VP)  Squadrons — Again  this  year,  the  Navy  is 
proposing  to  eliminate  four  Naval  Reserve  VP  squadrons  by  reducing 
the  number  of  such  squadrons  in  the  Reserve  from  13  to  nine. 
Congress  has  consistently  rejected  the  abolishment  of  these  P-3 
squadrons  on  the  basis  that  this  mission  area  is  particularly  well 
suited  to  the  Naval  Reserve.  The  sustained  superior  performance 
and  demonstrated  efficiency  of  Naval  Reserve  VP  squadrons  has 
validated  the  position  of  Congress.  ROA  recommends  that  the  Navy 
again  be  directed  to  maintain  at  least  13  VP  squadrons,  of  eight 
aircraft  each,  in  the  Naval  Reserve. 

Antisubmarine  Warfare  Helicopter  Squadron  (Light) — The  budget 
request  also  includes  the  deletion  of  one  of  the  three  HSL 
squadrons  in  the  Naval  Reserve,  HSL-74.  This  squadron  operates  the 
SH-2  helicopter  that  is  an  integral  part  of  the  ASW  capability  of 
the  Navy's  small  deck  frigates.  The  Naval  Reserve  HSL  squadrons 
have  been  tied  to  the  FF-1052s  and  FFG-7s  assigned  to  the  Naval 
Reserve.  As  indicated  below,  the  FF-1052  requirement  is  being 
phased-out.  However,  the  number  on  FFG-7  class  frigates  assigned 
to  the  Naval  Reserve  may  increase  significantly  upon  completion  of 
the  on-going  bottom  up  review  within  DoD. 

Therefore,  ROA  recommends  retention  of  this  squadron  until  the 
major  issue  of  frigate  and  associated  helicopter  requirements  has 
been  resolved.  The  cost  of  retaining  trained  professional 
personnel  until  final  decisions  are  made  is  most  efficient  when 
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compared  to  the  cost  of  affiliating  and  training  replacement 
personnel  in  the  near  future. 

Frigate  Training  Program — This  budget  request  also  proposes 
to  eliminate  the  recently  initiated  Frigate  Training  (FFT)  program 
since  the  40  FF-1052  frigates  associated  with  this  initiative  will 
no  longer  be  required  in  the  Navy  of  the  future.  The  General 
Accounting  Office  (GAO)  recommended  its  elimination  on  similar 
grounds  last  year.  ROA  concurs  with  this  action  but  encourages  the 
Navy  to  consider  this  concept  for  other  types  of  ships  that  will 
not  be  sustainable  in  the  active  force  of  the  future  but  may  be 
needed  for  major  contingency  operations. 

Other  Hardware  Units — The  Navy  budget  request  also  deletes 
funding  and  end  strength  for  the  Craft  of  Opportunity  (COOP) 
program,  4  Mine  Sweepers,  Ocean  (MSOs) ,  2  Landing  Ships,  Tank 
(LSTs) ,  and  one  Fleet  Hospital.  ROA  recognizes  that  the 
capabilities  represented  by  these  specific  units  may  not  be  needed 
in  the  Navy  of  the  future.  However,  most,  if  not  all,  of  the 
trained  Naval  Reservists  who  are  currently  assigned  to  these  units 
could  be  used  effectively  in  other  mission  areas,  if  the  Navy  takes 
positive  action  to  increase  the  role  of  the  Maval  Reserve. 

Other  Reductions — The  vast  majority  of  the  personnel  reductions 
needed  to  meet  the  drastic  reduction  requested  for  Fiscal  Year  1994 
have  not  been  identified  by  unit  or  location.   Once  again  the 
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reduction  in  the  Naval  Reserve  has  been  demonstrated  to  be  budget 
rather  than  strategy  driven.  ROA  recognizes  that  some  reduction 
in  the  Naval  Reserve  is  warranted  since  there  has  been  but  limited 
creation  of  new  missions  or  areas  of  responsibility  created  for  the 
Naval  Reserve  and  there  have  been  and  are  planed  reductions  in  the 
active  force  that  have  associated  Reserve  personnel  requirements. 

ROA  RECOMMENDATION 

It  has  become  obvious  that  the  Navy  will  not  follow  the 
direction  of  Congress  to  increase  its  reliance  on  the  Naval  Reserve 
without  specific  direction  in  law  to  do  so.  Therefore,  ROA 
recommends  that  the  Fiscal  Year  1994  Defense  Authorization  Bill 
include  such  direction  and  that  at  least  10,000  of  the  proposed 
20,297  cut  in  Selected  Reserve  for  Fiscal  Year  1994  be  restored. 
Even  this  smaller  reduction  would  reflect  a  cut  of  almost  20 
percent  in  the  Naval  Reserve  since  1991. 

BASE  CLOSURE  PROPOSALS 

ROA  has  also  analyzed  the  potential  impact  on  the  Reserve 
components  in  case  the  recommendations  of  the  Department  of  Defense 
to  the  Base  Closure  Commission  are  adopted.  As  we  informed 
Chairman  Courter  in  1991,  we  have  a  long  standing  policy  of  not 
contesting  closure  of  a  specific  facility  unless  there  is  an 
overriding  policy  issue. 

The  requested  closure,  consolidation,  or  realignment  of  56 
Naval  and  Marine  Corps  Reserve  installations  has  uncovered  a  policy 
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issue.  It  appears  that  this  Base  Realignment  and  Closure  process 
is  being  used  to  achieve  cuts  in  the  Navy's  Reserve  Components  that 
have  not  been  obtainable  though  the  normal  budget  process.  In  the 
case  of  the  Naval  Reserve,  either  the  developers  of  the  list  did 
not  adequately  consider  the  importance  of  the  demographic 
distribution  of  Reservists  (or  potential  Reservists)  in  analyzing 
locations  under  consideration,  or  they  consciously  selected  these 
sites  to  foreclose  the  Reserve  from  being  a  substantive  part  of 
their  parent  service's  Total  Force  of  the  future. 

Therefore,  ROA  recommended  that  the  Commission  remove  from 
consideration  locations  that  do  not  have  sufficient  and  convincing 
demographic  data  to  warrant  approval  of  the  recommended  action. 
We  solicit  the  support  of  Congress  in  rejecting  this  unwarranted 
use  of  the  Base  Realignment  and  Closure  process. 

SUMMARY 

ROA  recommends  that  Congress  specifically  direct  the  Navy  to 
develop  a  plan  for  increased  use  of  the  Naval  Reserve  for 
submission  to  the  appropriate  committees  of  Congress  for  approval. 
In  the  interim  ROA  recommends  that  Congress  moderate  the  proposed 
reduction  of  Navy  Selected  Reserve  personnel  by  restoring  10,000 
of  the  20,297  proposed  to  be  cut  by  the  end  of  Fiscal  Year  1994. 

This  action  would  require  authorizing  an  end  strength  of 
123,378  Selected  Reservist,  including  20,821  full-time  support 
personnel.  This  would  also  require  the  addition  of  approximately 
$58  million  to  the  Reserve  Personnel,  Navy  (RPN)  appropriation  to 
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provide  the  requisite  pay  and  allowances  for  these  personnel  and 
approximately  $26  million  in  the  Operations  and  Maintenance,  Naval 
Reserve  (0&M,NR)  appropriation  to  support  these  personnel  and  fund 
the  operation  of  the  retained  VP  and  HSL  squadrons.  If  all  the 
hardware  units  are  retained,  a  total  of  $136  million  additional 
will  be  required  for  the  0&M,NR  appropriation. 

MARINE  CORPS  RESERVE 

The  President's  Budget  Request  includes  a  recommendation  for 
a  substantial  cut  in  the  size  of  the  Marine  Corps  Reserve  to  an  end 
strength  of  36,902  for  Fiscal  Year  1994  from  the  42,315  approved 
for  this  year,  a  reduction  of  5,413  (-13%)  in  a  single  year. 

For  the  past  two  years.  Congress  has  been  faced  with  requests 
to  approve  dramatic  reductions  in  the  Marine  Corps  Reserve.  Each 
year  a  substantial  proportion  of  the  requested  cuts  have  been 
rejected.  Two  years  ago  the  proposed  reduction  of  3,000  for  Fiscal 
Year  1992  was  modified  by  Congress  to  be  1,500.  Last  year,  the 
proposal  was  to  cut  3,500  to  "get  back  on  track"  with  the  original 
plan.   Congress  accepted  a  reduction  of  only  85  personnel. 

The  proposed  reduction  for  Fiscal  Year  1994  is  so  drastic 
because  it  again  reflects  the  desire  to  "get  back  on  track"  by 
setting  the  same  target  for  Fiscal  Year  1994  as  existed  three  years 
ago. 

A  reduction  in  the  size  of  the  Marine  Corps  Reserve  of  this 
magnitude  seems  particularly  inappropriate  in  light  of  the  fact 
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that  the  Marine  Corps  had  the  highest  recall  rate  of  all  services 
for  their  Reserve  components  during  Operations  Desert  Storm  and 
Desert  Shield  (ODS)  .  This  high  rate  of  use  was  accompanied  by  some 
of  the  most  dramatic  combat  successes  of  any  Reserve  forces. 

MARINE  CORPS  RESERVE  REQUIREMENTS 

The  RAND  report,  which  has  been  justly  criticized  in  regards 
to  its  effort  to  develop  force-mix  alternatives  for  the  Navy,  was 
more  objective  and  is  being  credited  with  completing  the  desired 
analysis  when  dealing  with  the  Marine  Corps  Total  Force.  The  range 
of  alternatives  developed  for  RAND  by  the  team  at  the  Center  for 
Naval  Analyses  (CNA)  that  performed  the  Marine  Corps  analyses, 
would  require  between  23,000  and  82,000  Selected  Marine  Corps 
Reservists.  However,  the  force-mix  alternatives  for  the  Marine 
Corps  that  most  closely  met  the  criteria  of  suitability, 
affordability,  and  sustainability  all  include  42,200  Selected 
Reservists,  the  approximate  strength  level  approved  by  Congress  for 
Fiscal  Year  1993. 

In  addition,  the  CNA  analysis  is  consistent  with  the  objective 
of  the  Commandant  of  the  Marine  Corps  to  maintain  a  force  of  3.5 
Marine  Expeditionary  Forces  (MEFs) ,  with  2.5  MEFs  in  the  Active 
Force  and  1  in  the  Reserve.  This  force-mix  translates  to  about 
177,000  active-duty  and  42,200  Reserve  Marines.  This  force  size 
and  mix  also  follows  the  intent  of  Congress  as  expressed  in  its 
action  on  the  FY93  budget  which  provided  for  177,000  active-duty 
and   42,313   Reserve   Marines   and   includes   a   statement   that 
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Congressional  action  that  restored  the  personnel  cuts  proposed  last 
year  was  "consistent  with  the  expectations  that  the  fiscal  year 
1995  end  strength  will  remain... as  currently  provided  in  law." 

ROA  RECOMMENDATION 

ROA  recommends  that  the  Marine  Corps  Reserve  be  maintained 
at  an  end  strength  of  42,200.  This  will  require  the  restoral  of 
5,280  Selected  Marine  Corps  Reservists  and  the  addition  of  $46 
million  to  fund  a  full  training  program  for  these  personnel. 
Although  this  is  a  substantial  requirement,  it  is  considerably  less 
expensive  than  the  alternative  of  taking  a  drastic  cut  in  1994  and 
then  attempting  to  affiliate  and  train  replacement  Reserve 
personnel  when  the  ongoing  "bottom  up"  review  validates  the 
requirement  for  42,200  Marine  Corps  Reservists. 

GENERAL  PERSONNEL  ISSUES 

Before  discussing  specific  personnel  issues,  the  Reserve 
Officers  Association  would  like  to  express  appreciation  to  the 
Congress  for  the  support  it  has  given  in  the  past  and  continues  to 
give  to  the  Guard  and  Reserve.  One  very  visible  evidence  of 
Congressional  support  was  the  enactment  last  year  of  a  transition 
package  for  members  of  the  Selected  Reserve  who,  because  of  the 
drawdown,  are  forced  out  of  the  Reserve.  The  recognition  by  the 
Congress  that  these  individuals  are  entitled  to  some  form  of 
recognition  and  compensation  because  their  military  career  has  been 
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cut  short  is  most  appreciated. 

We  are  also  glad  to  see  that  the  Congress  recognizes  the 
importance  that  the  Guard  and  Reserve  play  in  linking  the  local 
communities  to  military  action  in  which  the  Reserve  Components  have 
been  called  to  duty  and  the  fact  that  the  Active  Component  cannot 
"go  to  war"  without  the  participation  of  the  Reserve  Components. 
Acknowledgement  of  this  "real  world"  truism  will  be  essential  in 
the  coming  months  and  years  as  our  armed  forces  are  drawn  down  and 
restructured  to  meet  the  challenges  of  this  changed  world. 
Unfortunately,  the  Department  of  Defense  seems  to  continue  to  hold 
a  "share  the  pain"  approach  in  cutting  the  Reserve  Components  by 
roughly  the  same  percentage  that  the  Active  Components  are  being 
cut.  We  believe  that  there  are  more  efficient  and  effective  ways 
of  using  defense  dollars. 

In  addition  to  these  general  thoughts  there  are  some  specific 
areas  which  we  believe  need  attention  by  the  Congress. 

Tax  Relief  for  Drilling  Reservists 

The  Tax  Reform  Act  of  1986  had  an  adverse  impact  on  members 
of  the  National  Guard  and  Reserve  who  are  no  longer  able  to  deduct 
the  full  cost  of  travel,  food,  and  lodging  expenses  related  to 
their  military  training  duties.  The  Tax  Reform  Act  of  1986  permits 
these  expenses  to  be  deducted  only  if  they,  in  combination  with 
other  authorized  expenses,  total  more  than  two  percent  of  the 
individual's  annual  income.  We  believe  that  this  loss  of  full 
deductibility  serves  as  a  disincentive  that  needs  to  be  corrected 
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by  the  Congress.  If  we  want  to  encourage  participation  in  the 
Guard  and  Reserve  service  members  should  receive  fair  tax  treatment 
and  be  permitted  full  deductibility  of  expenses  including  travel, 
food,  and  lodging  connected  with  their  military  service.  We 
encourage  the  Congress  to  make  those  legislative  changes  necessary 
to  return  the  full  deductibility  of  these  expenses  to  members  of 
the  National  Guard  and  Reserve. 

Combat  Zone  Tax  Exemption 

Under  current  law  enlisted  personnel  and  warrant  officers  in 
the  armed  forces  may  exclude  from  income  all  compensation  received 
for  active  service  in  a  combat  zone  or  while  hospitalized  as  a 
result  of  wounds,  disease  or  injury  incurred  while  serving  in  a 
combat  zone.  This  provision  of  law  is  fair  and  justified. 
However,  under  current  law  commissioned  officers  are  entitled  to 
exclude  only  $500.00  per  month  from  all  compensation  received  for 
active  service  in  a  combat  zone.  This  exclusion  level  was  last 
increased  in  1966  during  the  Vietnam  War.  Legislation  was 
introduced  in  the  last  Congress  that  would  raise  the  combat  pay 
exclusion  for  officers  to  $2,000.00.  However,  it  was  not  enacted 
into  law.  While  we  would  prefer  to  see  the  same  total  exclusion 
currently  applied  to  enlisted  personnel  budget  realities  suggest 
we  support  an  increase  in  the  exclusion  from  $500.00  a  month  to 
$2,000.00  a  month. 
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Personal  Income/Business  Self  Insurance  Program 

One  of  the  disturbing  aftermaths  of  Operation  Desert 
Shield/ Storm  that  came  to  our  attention  was  the  devastating 
economic  impact  that  the  call  to  active  duty  had  on  many  small 
business  owners/operators.  It  was  for  this  reason  that  ROA  urged 
the  establishment  of  a  low-cost  optional  self-insurance  program 
which  would  allow  each  individual  to  purchase — through  allotment 
from  their  reserve  pay —  a  selected  level  of  insurance  protection. 
We  envisioned  that  such  an  insurance  program  would  allow  Reservists 
to  buy  coverage  to  protect  either  their  normal  personal  or  business 
income — up  to  100  percent — in  the  event  they  were  called  to  active 
duty.  In  the  FY '92  Defense  Appropriations  Act  the  Congress 
directed  the  Department  of  Defense  to  investigate  the  feasibility 
of  such  an  insurance  program  and  to  report  their  findings.  The 
Office  of  the  Assistant  Secretary  of  Defense  for  Reserve  Affairs 
contracted  with  the  Rand  Corporation  to  complete  the  analysis  and 
recently  provided  ROA  with  a  status  report.  The  report  concludes, 
"further  research  by  Rand  had  led  them  to  conclude  that  providing 
optional  mobilization  income-loss  insurance  is  feasible.  The 
corporation  is  currently  designing  specific  private 
sector/government  options  for  actually  implementing  such  an 
insurance  plan.  The  target  date  for  delivery  of  a  draft  report  on 
insurance  system  design  to  OASD/RA  is  October  1993."  We  are 
pleased  to  note  that  such  a  low  cost  income  insurance  program 
appears  feasible  and  we  assure  you  that  it  remains  high  on  ROA's 
agenda. 
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Reserve  Officers  Personnel  Management  Act  (ROPMA) 

We  again  urge  the  Congress  to  act  swiftly  in  providing  a 
Reserve  Officers  Personnel  Management  Act.  This  legislation,  which 
would  provide  more  uniformed  and  improved  personnel  management  of 
Reserve  officers,  has  been  consistently  supported  by  the  Reserve 
Forces  Policy  Board  and  has  had  the  overwhelming  support  of  the 
Department  of  Defense  and  this  Association.  This  legislation, 
which  has  been  reintroduced  in  this  Congress,  should  be  acted  upon 
without  delay. 

Cost  of  Living  Allowance  (COLA)  Equity 

We  are  most  concerned  that  the  Congress  approved  a  budget 
resolution  proposal  which  could  result  in  a  dramatic  and  permanent 
retroactive  change  in  the  military  retirement  system.  In  addition 
to  placing  a  one  time  $400  cap  on  Cost  of  Living  Adjustments 
(COLAs)  for  military  retirees  under  the  age  of  62  in  fiscal  year 
1994,  the  proposal  establishes  a  permanent  half  COLA  for  all 
military  retirees  under  age  62.  Upon  reaching  age  62  they  would 
supposedly  receive  a  full  catch-up  and  start  receiving  the  monthly 
retired  pay  that  they  would  have  received  had  there  been  no  half 
COLA.  They  would  not,  however,  receive  any  of  the  money  that  had 
been  lost  due  to  the  half  COLA  prior  to  age  62. 

The  fact  that  the  committees  that  have  oversight  of  members 
of  the  armed  forces  had  no  opportunity  to  hold  hearings  and 
consider  the  impact  of  such  a  dramatic  change  to  military 
retirement  is  a  matter  of  deep  concern  to  the  Reserve  Officers 
Association.   As  you  know,  the  Military  Retirement  Reform  Act  of 
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July  1986  significantly  changed  the  COLA  and  basic  retired  pay 
computation  for  retirement  from  military  service  by  imposing  a  CPI 
minus  one  percent  COLA  on  all  members  entering  the  service,  either 
active  or  reserve,  on  or  after  August  1,  1986.  Members  who  entered 
the  service  prior  to  1  August  1986,  including  current  retirees, 
were  not  affected  and  were  thus  provided  full  COLA  protection.  The 
guidance  of  the  budget  resolution  could  cause  the  complete 
unraveling  of  the  protection  that  was  provided  to  those  already  in 
the  service  when  the  military  retirement  system  was  changed  in 
198  6.  We  urge  the  Congress  to  honor  the  commitment  that  it  has 
made  to  its  military  personnel  and  permit  a  full  COLA  to  be  paid 
to  all  those  who  are  retired  or  will  retire  under  the  pre-1986 
retirement  program. 

Medical  Treatment  Facilities  (MTFs)  at  Closed  Bases 

ROA  believes  that  keeping  medical  facilities  open  to  provide 
care  for  the  retiree  populations  that  remains  in  the  area  after 
the  Defense  Department  closes  a  base  may  be  a  cost-effective  method 
for  the  government  to  provide  continued  health  care  for  these 
retirees.  Closing  these  medical  facilities  will  require  that 
military  retiree  health  care  costs  be  paid  by  the  Civilian  Health 
and  Medical  Program  for  Uniformed  Service  (CHAMPUS)  or  Medicare. 
Because  of  the  this  the  General  Accounting  Office  in  its  May  1991 
report  entitle  "Military  Bases:  Observations  on  the  Analysis 
Supporting  Proposed  Closures  and  Realignments",  pointed  out  that 
the  COBRA  model  used  by  the  Defense  Department  in  its  analysis  of 
base  closure  costs  was  deficient  in  making  accurate  cost-saving 
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estimates  in  the  health  care  area.  What  needs  to  be  taken  into 
consideration  is  that  when  military  retirees  eligible  for  CHAMPUS 
or  Medicare  use  military  treatment  facilities  (MTFs)  rather  than 
civilian  providers  they  save  the  government  money  since  health  care 
at  MTFs  is  less  costly  than  treatment  by  private  providers.  Even 
though  DoD  may  show  a  saving  by  closing  an  MTF  the  federal 
government  is  going  to  pay  more  in  total  dollars  expended  for  the 
health  care  of  the  military  retiree  population  in  the  area 
surrounding  the  closed  MTF.  We  believe  that  the  Congress  should 
take  an  in-depth  look  at  this  critical  issue  as  the  downsizing  of 
the  Department  of  Defense  continues. 

Grey  Area  Benefits 

When  the  Congress  expanded  the  "Grey  Area"  benefits  for  those 
retirement  qualified  Reservists  who  have  not  yet  reached  age  60, 
it  authorized  unlimited  access  to  exchanges  but  it  limited 
commissary  use  to  twelve  days  a  year.  ROA  believes  that  this 
twelve  day  restriction  is  not  cost-effective  and  should  be  deleted. 
The  requirement  to  issue  each  qualified  "Grey  Area"  retiree  a 
commissary  ration  card  imposes  an  unnecessary  and  costly 
administrative  burden  on  the  services.  Unlimited  access  would 
permit  a  qualified  Reserve  retiree  to  use  the  same  ID  card  that  is 
currently  recognized  by  exchanges  and  MWR  facilities. 

Conclusion 
The  Congress  is  to  be  commended  for  its  consistent  support  of 
the  Reserve  component  programs  and  personnel.   The  exceptionally 
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high  state  of  readiness  can  be  attributed  directly  to  congressional 
add-ons  and  initiatives. 

There  seems  to  be  a  consensus  that  as  the  active  components 
are  drawn  down  Reservists  should  be  given  a  comparatively  larger 
role,  but  base  closure  actions  and  the  DoD  Budget  Request  does  not 
consistently  support  the  greater  use  of  the  Reserve  components. 
The  Reserve  components  have  repeatedly  demonstrated  their  effect- 
tiveness,  and  readiness  only  increases  with  the  provision  of 
meaningful  missions.  Reservists  are  cost-effective.  We  believe 
that  ongoing  force  mix  studies  will  confirm  that  Reserves  can  and 
should  be  contributing  a  greater  share  toward  national  defense,  but 
we  are  concerned  that  some  proposed  cuts  and  under  funding  in  the 
interim  will  diminish  readiness  and  seal  the  fate  of  the  Reserve 
components . 

Thank  you  for  the  opportunity  to  represent  the  Reserve  Officers 
Association's  views  on  these  important  subjects.  Your  support  for 
the  men  and  women  in  uniform,  both  active  and  Reserve,  is  sincerely 
appreciated.  I'll  be  happy  to  answer  any  questions  that  you  might 
have. 
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Thursday,  May  6,  1993. 
NATIONAL  MILITARY  FAMILY  ASSOCIATION 

WITNESS 
DORSEY  D.  CHESCAVAGE,  NATIONAL  MILITARY  FAMILY  ASSOCIATION 

Introduction 

Mr.  MuRTHA.  The  next  witness  is  Ms.  Dorsey  Chescavage  of  the 
National  Military  Family  Association. 
Ms.  Chescavage. 

Statement  of  Ms.  Chescavage 

Ms.  Chescavage.  Good  morning,  Mr.  Chairman. 

NMFA  appreciates  your  strong  and  continuing  support  of  mili- 
tary families.  The  actions  you  and  this  Committee  have  taken  in 
the  last  few  years  are  well-known  in  the  military  community,  and 
will  impact  the  quality  of  life  for  military  families  for  years  to 
come. 

We  are  fully  aware  of  the  budget  deficit  and  realize  the  need  to 
balance  quality-of-life  and  compensation  issues  accordingly.  Howev- 
er, we  believe  now  is  the  time  to  plan  and  prepare  for  the  future. 

We  have  long  advocated  a  CONUS  COLA  for  military  families 
living  in  high-cost  areas.  A  CONUS  COLA  will  make  the  difference 
for  these  families  between  a  decent  standard  of  living  and  living  on 
the  threshold  of  poverty.  We  urge  you  to  consider  that. 

The  Section  386  Impact  Aid  supplemental  funding  appropriated 
last  year  has  yet  to  make  its  way  to  the  schools.  We  have  been  told 
the  regulations  have  not  been  printed  and  are  held  up  at  0MB. 

Mr.  MuRTHA.  Let  me  answer  that.  Just  yesterday,  Secretary 
Perry  told  me  that  the  money  was  released  three  days  ago  and  it  is 
being  expedited.  We  are  frustrated.  We  put  that  in  the  supplemen- 
tal because  we  felt  it  was  so  important  to  the  families  because  of  the 
fact  there  are  too  many  kids  in  these  classes  that  are  jammed.  We 
did  it  last  summer. 

Another  thing  we  did  was  to  put  language  in  the  supplemental 
on  the  renal  problem. 

So  we  appreciate  those  two  items. 

Ms.  Chescavage.  Thank  you,  Mr.  Chairman,  as  always. 

Now  to  the  military  health  care  system,  briefly.  The  system  con- 
tinues to  be  fragmented  and  costly.  It  continues  to  be  the  object  of 
turf  battles,  who  will  have  control,  the  surgeon  generals,  health  af- 
fairs, contractors.  Caught  in  the  middle,  as  usual,  is  the  military 
beneficiary. 

We  have  developed  a  proposal  which  would  offer  military  benefi- 
ciaries a  choice  of  health  plans  at  prices  they  can  afford  and  in  a 
proven  health  benefits  program.  We  have  been  informed  that  a 
preliminary  draft  report  solicited  by  DOD  states,  "The  preliminary 
numbers  suggest  the  NMFA  proposal  could  cost  the  government 
less  compared  to  current  MHSS  costs."  Cost  less.  Magic  words,  I 
think.  I  really  think  the  proposal  is  worth  further  evaluation. 

Our  proposal  consists  of  three  parts.  The  first  part  is  the  option 
for  all  of  us  to  enroll  in  any  non-restricted  plan  in  the  FEHBP.  The 
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second  part  would  create  a  military  health  plan  centered  around 
military  facilities.  And  the  third  part  would  create  a  health  care 
allowance  for  family  members  of  active  duty  personnel. 

We  struggled  with  this  one.  How  do  you  give  low-income  active 
duty  military  families  buying  power,  E-6  and  below.  We  came  up 
with  a  health  care  allowance  along  the  lines  of  a  housing  allow- 
ance, food  allowance,  et  cetera,  or  you  could  take  the  Postal  Service 
model:  The  government  subsidized  for  postal  workers  up  to  93  per- 
cent while  they  are  on  active  duty.  When  they  retire,  the  subsidy 
goes  back  to  60  or  75  percent.  Either  way  would  give  active  duty 
families  some  buying  power. 

Mr.  MuRTHA.  You  have  a  long  list  and  we  will  go  over  each  care- 
fully. 

Let  me  mention  something  else  I  know  you  are  interested  in.  We 
are  trying  to  come  up  with  the  money  for  part  of  the  pay  increase. 
There  was  a  cap  put  on  for  active  duty  families,  and  we  hope  we 
will  be  able  to  work  that  out. 

One  of  the  reasons  we  have  a  supplemental  rather  than  a  repro- 
gramming  is  because  we  would  think  new  money  will  help  us  pay 
for  that  kind  of  an  increase.  We  think  it  is  essential  that  we 
help  families  which  are  so  frustrated  by  the  insecurity  and  instabil- 
ity that  is  going  on.  I  appreciate  what  you  have  said,  and  we  will 
continue  to  work  with  you  and  other  people. 

One  of  the  things,  as  you  know,  that  we  have  tried  to  do  is  to 
make  sure  quality  of  life  is  improved,  or  at  least  that  we  don't  lose 
the  quality  of  life  for  the  military.  We  believe  that  the  key  to  a 
successful  military  is  the  morale  of  the  forces,  and  that  is  directly 
related  to  the  families. 

Many  of  our  projects  have  started  from  your  recommendations, 
so  we  appreciate  your  taking  the  time  to  come  before  the  Commit- 
tee and  we  will  certainly  look  in  detail  at  each  of  your  recommen- 
dations. 

Ms.  Chescavage.  Thank  you,  Mr.  Chairman. 

[The  statement  of  Ms.  Chescavage  follows:] 
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Mr.  Chairman,  NMFA  appreciates  your  strong  and  continuing  support  of  military  families.  The 
actions  you  and  this  subcommittee  have  taken  in  the  last  few  years  are  well  known  in  the  military 
community  and  will  impact  the  quality  of  life  of  military  families  for  years  to  come. 

The  expanded  Active  Duty  Dependents  Dental  Plan  which  began  on  April  1,  1993,  is  receiving 
rave  reviews  from  military  families.  Some  schools  in  the  United  States  which  were  adversely 
affected  by  the  rapid  drawdown  of  forces  from  Germany  may  finally  receive  the  financial 
assistance  you  appropriated  last  year.  The  Transition  Program  for  those  who  must  leave  active 
duty,  despite  a  prolonged  and  shaky  start,  appears  to  be  functioning  in  a  more  satisfactory 
manner.  NMFA  is  monitoring  the  development  of  the  transition  program  for  the  Reserve 
Components.  We  hope  the  implementation  problems  experienced  by  the  active  forces  are  not 
repeated.  The  CHAMPUS  Reform  Initiative  in  California  and  Hawaii  continues  to  have 
unprecedented  high  beneficiary  satisfaction  rates.   Certain  disabled  military  beneficiaries  under 
the  age  of  65  are  receiving  benefits  to  which  they  are  entitled. 

The  drawdown  and  restructuring  will  come  to  an  end  in  the  next  few  years,  and  base  closures 
and  realignments  will  be  completed.  NMFA  is  fully  aware  of  the  budget  deficit  and  realizes  the 
need  to  balance  quality  of  life  and  compensation  issues  accordingly.   However,  we  believe  now 
is  the  time  to  plan  and  prepare  for  the  future.  Attention  is  focused  on  compensation  issues, 
children's  education  and  health  care. 

COMPENSATION 

Pay  Freeze  and  Retiree  COLA  cuts 

The  freeze  in  military  pay  in  FY  94  and  reduced  pay  raises  in  FYs  95.  96  and  97  will  exacerbate 
the  current  1 1 .7%  pay  gap.  A  20%  cumulative  deficit  will  result.  The  use  of  food  stamps  by 
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military  families  in  commissaries  more  than  doubled  from  1989  to  1992.  This  constant  decrease 
in  buying  power  is  affecting  and  will  continue  to  affect  not  only  the  morale  of  service  members 
and  their  families  but  also  future  recruiting  and  retention. 

Half  COLAS  for  federal  retirees  under  age  62  could  reduce  the  buying  power  of  military  retired 
pay  by  almost  50%  by  the  time  a  retiree  reaches  age  61 .  This  COLA  cut  will  affect  military 
retirees  disproportionately.  Federal  civilians  who  face  mandatory  retirement  before  age  62  such 
as  air  traffic  controllers,  firefighters  and  federal  law  enforcement  officers  are  not  affected  by  this 
pay  cut.  Virtually  all  service  members  face  mandatory  retirement  before  age  62.  67%  of  enlisted 
retirees  and  38%  of  officer  retirees  are  under  age  62.  The  combination  of  the  pay  freeze, 
reduced  future  pay  raises  and  cuts  in  retiree  COLAS  sends  an  unmistakable  message  to  cun-ent 
and  future  military  families.  The  "shared  pain"  suggested  as  justification  for  these  actions  will 
become  unbearable. 

CONUS  COLA 

Since  1989,  NMFA  has  requested  a  CONUS  Cost  of  Living  Adjustment  (COLA)  for  service 
members  living  at  high  cost  duty  stations.  The  Seventh  Quadrennial  Review  of  Military 
Compensation  Report  also  suggests  a  CONUS  COLA.  Studies  quoted  in  the  report  verify  what 
NMFA  has  been  hearing  from  military  families.  Differences  in  quality  of  life  from  one  duty  station 
to  another  have  widened  considerably  in  recent  years. 

The  Report  cites  a  Runzheimer  sample  of  seventeen  U.S.cities  which  shows  a  20%  increase  in 
the  cost  of  living  between  a  high  cost  area  and  a  low  cost  area  between  1980  and  1990.  The 
Report  also  shows  even  promotions  and  longevity  pay  increases  do  not  compensate  for  the  1 5% 
to  19%  increase  in  cost  of  living  caused  by  moving  from  a  median  cost  area  to  a  high  cost  area. 
The  Report  does  not  consider  costs  of  housing  which  are,  in  part,  covered  by  the  Variable 
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Housing  Allowance.   It  does  take  into  consideration  tine  reduced  price  of  goods  available  to 
military  families  at  Commissaries  and  Exchanges. 

The  Report  also  mentions  the  difficulty  in  filling  active  duty  positions  in  high  cost  areas  as  well  as 
reduced  reenlistment  rates  in  these  locations.   In  addition,  NMFA  is  concerned  about  military 
families  who  must  live  in  substandard  housing  and  unsafe  neighborhoods;  military  families  who 
must  depend  on  food  stamps  (over  $24  million  were  redeemed  at  Commissaries  alone  in  1992), 
and  military  families  who  cannot  afford  basic  health  care  for  their  children. 

The  Federal  Pay  Reform  Act  of  1993  included  a  locality  pay  increase  for  federal  civilians  by 
cutting  .5%  not  only  from  their  pay  raises,  but  those  of  military  members  as  well.  Uniformed 
personnel,  whose  quality  of  life  suffers  when  they  and  their  families  are  transferred  to  high  cost 
areas,  should  not  be  expected  to  give  up  part  of  their  pay  to  provide  increased  compensation  for 
some  federal  civilians. 

Relocation 

Relocation  expenses  can  devastate  the  budgets  of  military  families.  The  FY  93  Defense 
Authorization  Act  temporarily  extended  the  Temporary  Lodging  Expense  allowance  (TLE)  from  4 
to  10  days  in  certain  areas.  Reports  from  NMFA  Representatives  around  the  country  indicate 
this  authorization  is  definitely  providing  assistance  to  military  families  in  those  locations  where  it 
is  most  needed.  The  positive  effect  this  extended  allowance  has  had  on  military  families  as  they 
relocate  should  be  reviewed  and  a  permanent  and  unrestricted  extension  to  10  days  authorized 
and  funded. 

The  administration's  budget  eliminates  income  tax  deductions  for  real  estate  related  costs  as 
well  as  the  costs  of  meals  when  transferring  to  new  duty  stations.  With  the  exception  of  an 
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additional  two  months  of  Basic  Allowance  for  Quarters,  the  Government  (the  military  employer) 
does  not  pay  for  any  real  estate  or  rental  expenses  incurred  by  service  members  when  they 
relocate.  The  government  does  pay  many  of  these  expenses  for  its  civilian  employees  as  do 
most  private  sector  employers.  This  proposal  would  also  disproportionately  affect  the  military 
community. 

Homeowner's  Assistance  Program 

Military  families  may  lose  hundreds  and  thousands  of  dollars  if  caught  with  a  house  at  a  BRAC 
site.  The  Homeowner's  Assistance  Program  (HAP)  usually  only  covers  a  loss  if  service 
members  are  currently  living  in  these  houses,  and  even  then  coverage  is  only  partial  and  is  fully 
taxable  as  ordinary  income.  Current  law  allows  servicemembers  who  are  stationed  overseas  to 
qualify  for  HAP  if  they  owned  and  occupied  the  house  within  the  last  three  years.  However, 
servicemembers  transferred  within  CONUS,  who  were  unable  to  sell  their  houses  when  they 
relocated  cannot  qualify  for  the  Program.  Those  whose  100%  VA  loans  are  assumed  by  the 
government  under  the  HAP  will  incur  a  tax  liability  on  income  they  never  receive. 

Housing  Allowances 

Congress  restructured  housing  allowance  rates  in  1 985  so  servicemembers  would  pay  no  more 
than  15%  of  their  housing  costs  out  of  their  own  pockets.  The  Basic  Allowance  for  Quarters 
(BAQ)  was  to  cover  65%  of  the  national  median  housing  cost  per  pay  grade  and  the  Variable 
Housing  Allowance  (VHA)  the  additional  20%.   NMFA  has  been  informed  that  funding  for  VHA 
last  year  allowed  the  VHA  program  to  meet  its  target.  However,  shortfalls  in  the  BAQ  require 
most  members  to  pay  20%  of  their  housing  costs,  not  the  mandated  15%.  The  FY  94  pay  freeze 
and  future  pay  raise  reductions  also  apply  to  allowances.  Therefore,  out  of  pocket  housing  costs 
of  servicemembers  and  their  families  will  quickly  escalate.  When  families  cannot  afford  suitable 
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housing  Ihey  are  forced  to  separate.  The  servicemember  becomes  a  geographic  bachelor  and 
the  family  remains  behind  at  the  old  duty  station.  Family  separations  are  the  primary  reason 
sailors  give  for  declining  to  reenlist. 

IMPACT  AID 

Transfer  to  DoD 

NMFA  does  not  support  funding  Impact  Aid  with  Defense  dollars  nor  do  we  support  transferring 
the  administration  of  the  program  to  DoD.  The  Department  of  Education  (DoEd)  has  done  a 
superb  job  of  administering  the  program.  The  fault  lies  not  in  the  administration  of  the  program, 
but  in  its  inadequate  funding.  If  Impact  Aid  for  military  children  were  to  be  funded  from  within  the 
DoD  budget,  NMFA  can  foresee  this  program  competing  with  military  education  and  training  for 
dollars.  Since  Impact  Aid  funding  for  children  of  Indians,  Civil  Servants  and  occupants  of  low 
rent  housing  would  remain  within  the  DoEd  budget,  it  is  probable  that  schools  educating 
different  federally  connected  children  would  receive  different  amounts  of  Impact  Aid  for  each 
child.  Besides  creating  a  bureaucratic  nightmare  for  school  districts,  this  proposal  would  pit 
some  federally  connected  children  against  other  federally  connected  children. 

Drawdown  Base  Closure  and  Realignment 

The  tremendous  adverse  effect  the  massive  drawdown  of  forces  from  Germany  had  on  many 
local  school  districts  in  1991  and  1992  has  so  far  not  been  repeated.  However,  as  more 
installations  actually  enter  the  closure  and  realignment  phase,  the  possibility  certainly  exists  that 
such  situations  could  occur  again.  As  with  the  return  of  forces  from  Germany,  the  overwhelming 
number  of  incoming  military  children  will  only  qualify  for  Impact  Aid  "b"  payments.  Government 
housing  at  most  gaining  installations  is  at  100%  occupancy.   Incoming  families  must  find 
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housing  in  the  civilian  community.  An  Impact  Aid  "b"  student  is  one  whose  military  sponsor 
works  on  a  federal  installation,  but  lives  in  the  civilian  community.  The  administration's  budget 
calls  for  eliminating  50%  of  the  funding  for  Impact  Aid  "b"  students  in  FY  94  and  totally 
eliminating  the  program  within  three  years.  If  new  students  arrive  by  the  hundreds  and  force 
school  districts  to  acquire  15  to  20  or  more  portable  classrooms,  increase  the  number  of  students 
per  class  by  5  to  10%,  and  find  and  hire  additional  staff,  some  form  of  immediate  compensation 
must  be  available  to  them. 

The  regulations  for  the  Sec.  386  Impact  Aid  supplemental  funding  are  supposed  to  be  in  the 
Federal  Register  within  the  next  two  weeks.  The  proposed  language  for  the  regulation  includes 
both  "a"  and  "b"  students,  however  a  school  district  must  be  30%  impacted  using  the  most 
current  data.  The  most  current  data  is  for  the  1992-1993  school  year.  Some  schools  which  were 
severely  impacted  by  the  withdrawal  of  forces  from  Germany  in  the  1991-1992  school  year  may 
not  qualify  for  any  of  the  supplemental  funding  or,  if  they  do,  will  qualify  at  a  lesser  level.  Nf^FA 
believes  the  immediate  relief  needed  by  the  affected  school  districts  must  take  precedence  over 
any  modification  of  the  regulatory  language.  However,  we  hope  regulations  for  any  future 
supplemental  funding  targeted  to  schools  specifically  impacted  by  DoD  actions  will  not  be  so 
delayed  that  affected  schools  can  no  longer  qualify. 

DoEd  Funding 

Underfunding  of  the  regular  Impact  Aid  program  in  DoEd's  budget  is  causing  a  reduction  in  the 
quality  of  education  provided  to  military  children.    NMFA  is  concerned  that  other  school  districts 
may  be  forced  to  follow  the  lead  of  North  Chicago,  IL  After  abolishing  athletic  and 
extracurricular  programs  the  district  was  forced  to  also  cut  basic  education  programs.  Finally, 
this  spring  the  school  district  announced  that  schools  will  not  open  in  the  fall  of  1993.  Forty  per 
cent  of  North  Chicago  students  are  military  Impact  Aid  students.  While  the  funding  of  regular 
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Impact  Aid  is  not  under  this  Subcommittee's  jurisdiction,  we  believe  the  emphasis  military 
families  place  on  the  education  of  their  children  and  the  funding  problems  with  the  program 
should  be  brought  to  your  attention. 

NMFA  also  believes  a  special  emergency  supplemental  for  Impact  Aid  should  be  funded  within 
the  DoD  budget.  The  supplemental  should  only  be  used  for  schools  facing  emergency 
situations  or  those  schools  specifically  impacted  by  DoD  actions  such  as  base  realignments  or 
closures. 

HEALTH  CARE 

Current  DoD  Health  Care  Initiatives 

NMFA  continues  to  support  the  CHAMPUS  Reform  Initiative  (CRI)  as  the  most  successful 
managed  care  initiative  DoD  is  currently  operating.  Beneficiary  satisfaction  remains  extremely 
high,  particularly  with  the  PRIME  (HMO)  option.  NMFA  supports  some  modification  of  the  PRIME 
option  to  include  capitation,  tightening  of  the  Gatekeeper  function,  and  redesign  of  the 
beneficiary  payment  structure.  We  are  opposed  to  any  modification  of  the  Standard  CHAMPUS 
benefit  in  CRI  states.  NMFA  does  not  support  DoD's  proposed  BRAC  payment  stnjcture  as  a 
model  for  any  of  its  managed  care  programs. 

The  proposed  BRAC  payment  structure  will  discourage  enrollment  in  an  HMO  option  whether  in 
CRI  or  TRICARE  or  other  so-called  managed  care  programs.  The  co-payment  in  any  well 
designed  and  efficiently  managed  HMO  should  cause  beneficiaries  to  think  twice  about  seeking 
medical  attention,  but  should  not  act  as  a  barrier.  Delay  of  necessary  medical  attention  at  the 
primary  level  can  and  does  lead  to  medical  treatment  at  a  more  expensive  level  of  care. 
Furthermore,  since  beneficiaries  enrolled  in  an  HMO  have  no  control  over  whether  they  are 
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hospitalized  or  how  long  a  hospital  stay  is,  they  should  not  be  charged  anything  for  inpatient 
care.  An  HMO  places  incentives  for  hospitalization  or  length  of  stay  where  it  properly  belongs, 
with  the  physician. 

The  proposed  BRAG  payment  structure  calls  for  co-payments  in  the  HMO  option  ranging  from  $5 
to  $15  per  visit  and  $9.30  to  $125  per  inpatient  day.   Retirees  must  pay  20%  of  separately  billed 
professional  charges  for  inpatient  care.  The  typical  co-payment  for  a  visit  in  any  other  HMO 
open  to  federal  employees  is  $0  to  $5.  NMFA  knows  of  none  which  have  co-payments  of  $10  or 
$15.  Nor  does  it  know  of  any  HMO  which  charges  beneficiaries  for  inpatient  care. 

It  appears  to  NMFA  that  DoD  is  trying  to  eliminate  the  HMO  option  in  its  managed  care  programs. 
It  has  eliminated  the  HMO  option  in  its  Northem  Region  procurement  and  the  proposed  BRAC 
payment  structure  will  discourage  people  from  enrolling  in  an  HMO  which  has  a  $15  (retiree)  co- 
payment.  In  many  areas  of  the  country,  that  $15  co-payment  will  be  higher  than  any  co-payment 
for  a  primary  care  visit  under  a  PPO  arrangement  or  even  standard  CHAMPUS. 

nHAMPUS  and  the  Disabled 

The  Coordination  of  Benefits  type  of  payment  through  CHAMPUS  available  to  non-disabled 
military  beneficiaries  under  the  age  of  65  should  be  authorized  permanently  for  qualified 
disabled  beneficiaries.  End  stage  renal  disease  (ESRD)  patients,  certain  former  spouses  and 
survivors  should  also  be  included  in  this  payment  structure. 

Future  Health  Care  Program 

NMFA  has  developed  a  Proposal  for  a  Health  Benefits  Program  for  Military  Beneficiaries.  The 
Proposal  has  three  components.  They  are  as  follows: 
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*AII  eligible  military  beneficiaries,  regardless  of  age  or  status  would  have  the  option  of 
enrolling  in  any  non-restricted  Plan  in  the  Federal  Employee  Health  Benefits  Program  (FEHBP). 

*A  Military  Health  Plan  centered  around  Military  Treatment  Facilities  (MTFs)  would  be 
created  and  incorporated  under  the  FEHBP. 

*A  Health  Care  Allowance  would  be  established  for  Active  Duty  Personnel  for  their  family 
members. 

NMFA  believes  the  health  care  of  active  duty  personnel  is  a  readiness  issue.   The 
decision  to  apply  the  program  to  Active  Duty  Members  must  be  made  by  DoD  and  the  Services, 
therefore  they  are  not  included  in  this  Proposal. 

*FEHBP  All  eligible  beneficiaries  (other  than  Active  Duty  Personnel)  would  have  the  option  of 
choosing  any  non-restricted  FEHBP  Plan  under  the  same  terms  as  civilian  employees.  They 
would  pay  premiums  at  the  same  rate.  Active  Duty  Families  would  be  eligible  to  enroll  in  the 
categories  of  Single  or  Family  (very  much  like  the  Active  Duty  Dependents  Dental  Plan)  while 
retirees  and  their  families  would  be  eligible  for  the  categories  of  Self  or  Self  and  Family.  At  the 
present  time,  military  personnel  are  the  only  federal  employees/retirees  who  are  not  eligible  for 
the  FEHBP. 

•Military  Health  Plan  The  Military  Health  Plan  (MHP)  would  come  under  the  umbrella  of  the 
FEHBP.  The  premiums  would  be  based  on  the  standard  formula  used  by  the  FEHBP.  The 
government  share  would  be  60%  to  75%  and  the  employee/retiree  share  would  correspond 
accordingly  (see  Health  Care  Allowance  below).   Enrollment  in  the  MHP  would  be  restricted  to 
military  beneficiaries.  The  Plan  would  be  administered  regionally  by  DoD  contractors  and 
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include  networks  of  civilian  providers  and  hospitals  as  well  as  military  facilities  and  providers. 
DoD/DVA  resource  sharing  could  also  be  part  of  the  MHP.  Military  Facilities  would  continue  to 
be  managed  by  military  commanders.   Enrollment  in  the  Military  Health  Plan  would  assure 
access  to  health  care.  The  current  space-available/priority  system  would  no  longer  apply  to 
those  who  choose  to  enroll.  The  Plan  would  be  a  Health  Maintenance  Organization  (HMO).  As 
in  other  HMOs  in  the  FEHBP,  no  deductibles  would  be  required  and  co-payments  would  be  non- 
existent or  minimal. 

*Health  Care  Allowance    The  Services  would  establish  a  Health  Care  Allowance  for  Active  Duty 
Personnel  for  their  family  members.  It  would  be  based  on  the  employee  contribution  to  the 
Military  Health  Plan  and  adjusted  yearly.  If  the  total  premium  for  the  MHP  is  $250  per  family  per 
month,  the  government  share  would  be  $150  and  the  employee/retiree  share  would  be  $100.  A 
single/self  premium  would  be  $150;  the  Government  share  would  be  $90  and  the  employee 
share  would  be  $60. 

The  services  would  give  Active  Duty  Personnel  (employees)  a  Health  Care  Allowance  of  $70  per 
month  for  their  families.  A  single  dependent  allowance  would  be  $35.  If  they  enroll  their  families 
in  the  Military  Health  Plan,  they  would  forfeit  the  Allowance.  If  they  enrolled  their  families  in 
another  FEHBP  plan,  they  would  apply  the  Health  Care  Allowance  toward  the  premium.  The 
Health  Care  Allowance  could  not  be  applied  to  something  other  than  a  health  care  premium. 

Under  this  sample  payment  structure,  both  employees  (Active  Duty  Personnel)  and  retirees 
would  pay  a  premium  of  $100  a  month  for  the  Military  Health  Plan,  but  the  employee  would  have 
an  out  of  pocket  expense  of  $30  per  family,  or  $25  for  a  single  dependent  while  the  retiree  would 
have  an  out  of  pocket  expense  of  $100  per  family  or  $60  for  self. 
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CHAMPUS  and  space-available  access  to  MTFs  would  be  available  to  those  who  choose  not  to 
enroll  in  a  health  care  plan  but  only  for  a  certain  period  of  time.  We  suggest  a  window  of  three  to 
five  years.  This  should  be  enough  time  to  set  up  the  Military  Health  Plan  and  to  complete  the 
process  of  educating  military  beneficiaries  on  the  changes  in  their  health  benefit.  It  should  be 
made  clear  to  all  beneficiaries  in  the  beginning  that  even  though  they  may  continue  to  attempt  to 
access  military  facilities  on  a  space-available  basis,  little  or  no  space  will  actually  be  available. 
At  the  end  of  the  window  period,  both  space-A  and  CHAMPUS  would  be  eliminated. 

The  direct  care  component  of  the  Military  Health  Services  System  must  remain  viable.  The 
number  one  concern  of  families  is  the  safety  of  their  military  member.  Full  medical  support  must 
be  part  of  each  deployment.  While  large  numbers  of  military  families  remain  overseas,  American 
military  health  care  must  remain  available.  Retention  of  military  medical  facilities  is  essential  at 
many  remote  bases  and  posts  in  the  United  States  where  civilian  sector  medical  resources  are 
insufficient. 

Budget  trimming  and  the  drawdown  of  forces  will  obviously  affect  the  military  medical  system. 
The  combination  of  contractor  support  and  the  option  military  beneficiaries  will  have  to  enroll  in 
any  FEHBP  plan  should  significantly  ease  the  pressure  on  the  direct  care  system.  The  military 
medical  establishment  will  no  longer  be  fully  responsible  for  providing  health  care  for  all  eligible 
beneficiaries.  This  will  give  the  establishment  more  flexibility  in  supporting  deployments  and  in 
readiness  training.  The  Surgeon  Generals  should  be  able  to  utilize  uniformed  professionals 
more  efficiently  and  improve  graduate  medical  education.  The  contractor  (plan  administrator) 
would  be  responsible  for  insuring  all  enrollees  have  access  to  health  care,  leaving  the  military 
free  to  staff  according  to  their  requirements  and  not  those  of  the  beneficiaries. 
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Giving  beneficiaries  the  opportunity  to  select  their  own  health  plans  annually  through  the  Open 
Season  process  will  give  DoD  the  incentive  to  make  the  Military  Health  Plan  competitive.  MTFs 
will  be  forced  to  become  more  efficient  and  more  responsive  to  the  community  if  they  wish  to  stay 
in  business. 

DoD  should  make  the  advantages  of  this  change  in  benefit  clear  to  military  beneficiaries  through 
an  extensive  education  program    Beneficiaries  will  not  be  paying  for  treatment  in  a  military 
facility  per  se,  they  will  be  buying  an  insurance  plan.  They  will  no  longer  be  subject  to  rationed 
health  care  through  a  space-availabie/priority  system  and  their  entitlement  (CHAMPUS)  will  no 
longer  end  at  age  65  when  they  become  Medicare  eligible.  They  will  be  able  to  choose 
annually  a  health  plan  which  suits  their  medical  needs.   Lower  income  active  duty  families  will 
be  able  to  enhance  their  buying  power  with  the  Health  Care  Allowance  thereby  becoming  aware 
consumers  of  health  care  rather  than  government  dependent. 

The  Government  should  be  able  to  achieve  cost  containment  through  enrollment  of 
beneficiaries,  the  shift  to  managed  care  and  competition.   Recruiting  and  retention  should  be 
enhanced  by  offering  service  members  a  guaranteed  health  care  benefit  for  their  families  and 
throughout  retirement. 

Problems  exist  in  the  military  health  care  benefit  which  can  easily  be  addressed  by  inclusion  of 
military  beneficiaries  in  the  FEHBP.  DoD  is  only  able  to  offer  an  extremely  expensive  and  limited 
COBRA  plan  to  service  members  leaving  the  military  before  retirement.  The  FEHBP  offers  a 
wide  range  of  plans  which  are  easily  adapted  to  COBRA.   Medicare  is  unavailable  overseas. 
Military  retirees  who  live  overseas  lose  their  health  care  coverage  when  CHAMPUS  ends  at  age 
65,  and  military  facilities  are  unavailable.  The  FEHBP  is  available  to  all  other  federal  retirees 
who  live  overseas.   It  should  be  made  available  to  military  retirees  as  well. 
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DoD  has  the  obligation  to  offer  its  military  employees/retirees  the  same  opportunities  for  health 
care  coverage  it  offers  its  civilian  employees/retirees.  The  FEHBP  is  a  successful  and 
competitive  program  open  to  every  federal  employee/retiree  except  the  military.  NMFA  believes 
it  is  the  logical  health  benefits  program  for  the  military  community. 

CONCLUSION 

NMFA  understands  that  not  all  these  issues  can  be  addressed  in  FY  94  and  some  perhaps  not 
for  several  years.  We  think  it  is  important  for  the  Subcommittee  to  realize  the  pressure  military 
families  are  under.  They  are  faced  with  having  to  choose  between  a  voluntary  separation  bonus 
or  taking  their  chances  with  involuntary  cuts.  They  are  faced  with  the  stress  of  waiting  for  the 
results  of  selective  early  retirement  boards.  They  are  faced  with  duty  tours  of  constantly 
changing  duration  because  of  the  decommissioning  or  deactivation  of  units,  realignments  or 
base  closure.  As  debate  continues  on  the  use  of  U.S.  forces  in  various  trouble  spots  around  the 
world,  military  families  are  on  edge. 

All  Americans  are  asked  to  share  the  burden  as  the  United  States  deals  with  its  deficit  and 
adjusts  to  the  end  of  the  Cold  War.  Military  families  are  more  than  willing  to  share  this  burden. 
However,  military  families  have  reached  the  point  where  they  honestly  believe  they  are  being 
asked  to  give  more  than  their  fair  share. 
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Thursday,  May  6,  1993. 
THE  MILITARY  COALITION 

WITNESSES 

COL.  PAUL  W.  ARCARL  USAF  (RET.),  DIRECTOR,  GOVERNMENT  RELA- 
TIONS, THE  RETIRED  OFFICERS  ASSOCIATION,  AND  COCHAIRMAN,  THE 
MILITARY  COALITION 

MICHAEL  F.  OUELLETTE,  THE  MILITARY  COALITION 

Introduction 

Mr.  MuRTHA.  The  next  witnesses  are  Colonel  Paul  Arcari  and 
Mr.  Michael  Ouellette  of  the  Military  Coalition. 
Gentlemen. 

Statement  of  Colonel  Arcari 

Colonel  Arcari.  Good  morning,  Mr.  Chairman.  We  are  honored 
to  appear  before  you  and  this  distinguished  Committee  to  present  the 
Coalition's  concerns  about  pay,  benefits,  retirement,  et  cetera, 
cetera. 

In  1978,  in  the  face  of  widespread  unrest  and  discontent  among 
service  members  who  believed  their  benefits  were  being  eroded  be- 
cause they  were  inadequately  represented,  service  leaders  took 
positive  steps  to  counter  rapidly  declining  retention.  Before  that 
happened,  though.  Congress  passed  a  law  banning  unions  in  the 
armed  forces.  The  action  taken  by  Congress  and  by  the  service 
leaders  was  too  late.  The  damage  was  already  done. 

By  1979,  we  had  a  "hollow"  Army,  unmanned  ships  and  a  pilot- 
less  Air  Force.  In  1980  and  1981,  Congress  responded  by  raising  pay 
to  levels  that  were  reasonably  comparable  to  pay  in  the  private 
sector.  That  was  a  road  that  was  only  paved  with  good  intentions. 

In  eight  of  the  last  11  years  military,  pay  has  been  capped,  and 
today  it  lags  private  sector  wages  by  11.7  percent.  These  caps  will 
produce  $8.5  billion  in  debt  or  reduction  in  savings  out  of  service 
members'  pockets  in  1994  alone.  The  fiscal  year  1994  budget  resolu- 
tion would  increase  that  gap  to  20  percent,  creating  a  situation 
worse  than  existed  in  the  late  1970s. 

You  have  talked  about  the  50  percent  raise  you  propose  to  give. 
We  support  an  across-the-board  raise  rather  than  one  that  is  tar- 
geted to  any  specific  group  because  we  are  concerned  about  having 
have-nots  and  haves. 

Mr.  MuRTHA.  Let  me  tell  you  what  we  now  have  in  mind.  Obvi- 
ously it  would  cost  $2.5  billion  to  meet  the  requirement  of  an  across- 
the-board  raise.  We  also  understand  that  would  be  the  best  way  to  do 
it. 

What  we  are  struggling  with  is  trying  to  come  up  with  a  flat 
raise  for  everybody  across  the  board  rather  than  a  cost-of-living  in- 
crease. In  other  words,  we  would  start  measuring  the  people  at  the 
lowest  level  and  give  them  the  increase  that  they  would  normally 
get  and  everybody  would  get  that  same  increase  rather  than  a  sig- 
nificantly higher  increase. 

You  know,  it  is  going  to  be  very  difficult  to  find  the  money  even 
for  that,  but  we  are  committed  to  finding  the  money,  and  I  think 
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we  can  persuade  the  Committee  to  go  along  with  a  flat — not  a  per- 
centage increase — but  a  flat  increase  for  all  the  ranks  right  up 
through  the  highest  level. 

I  am  not  so  concerned  about  the  highest  level,  but  I  want  to  keep 
that  spread  between  each  of  the  ranks.  That  has  been  one  of  the 
arguments  I  have  had  against  it. 

We  are  very  aware  of  the  frustration.  Every  place  we  go  there  is 
a  frustration  in  the  military.  We  understand  it,  and  I  don't  think 
anybody  has  worked  harder  trying  to  take  care  of  medical  services, 
pay,  and  even  moving  expenses.  We  have  tried  to  address  these 
issues  because  we  know  every  time  somebody  in  the  military 
moves,  they  lose  money. 

This  Committee  has  solidly  worked  on  quality-of-life  issues.  We 
will  go  through  your  testimony  carefully,  and  if  there  are  specific 
recommendations  we  will  certainly  try  to  address  them. 

One  of  my  concerns  about  the  size  of  the  budget,  and  what  I  have 
told  the  President  is  that  I  can  support  the  budget  if  we  reduce  the 
tempo  of  operations.  Unfortunately  the  international  situation 
doesn't  always  go  along  with  what  we  know  has  to  be  done  to 
reduce  the  budget. 

We  are  struggling,  trying  to  find  the  money,  and  the  supplemen- 
tal is  one  way  of  trying  to  help  with  next  year's  budget. 

We  appreciate  your  coming  before  the  Committee  and  your  testi- 
mony, and  we  will  put  Mr.  Ouellette's  testimony  in  the  record  also. 

Colonel  Arcari.  Thank  you  very  much  for  all  your  strong  sup- 
port over  the  years.  We  appreciate  it. 

[The  statement  of  Colonel  Arcari  follows:] 
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INTRODUCTION 


The   Military   Coalition   (TMC)  is   a  24-member  nationally-recognized 
consortium   of  military   and   veterans'   organizations.      Its   membership 
numbers   more   than   3.5   million   and  encompasses  all  components  of  the 
seven  Uniformed  Services  of  the  United  States;  active,  retired.  National 
Guard,   reserve,   and   veterans,   their  families   and   survivors.   (See   attached 
list.) 

The  Coalition  would  like  to  express  its  sincere  appreciation  for  the 
opportunity   to   present   its   concerns   and    recommendations    to    the 
subcommittee  and   to  seek  its  support  for  issues  that  the  Coalition  believes 
are  vital  to  preserving  the  high  quality  all  volunteer  force   that  exists 
today. 

PAY  FREEZE  THREATENS  ALL  VOLUNTEER  FORCE 

It  is  difficult  to  imagine  a  more  ignominious  way  to  thank  the  troops 
for  their  exemplary   responses  to  the  challenges  of  Operation  Desert  Storm 
and  Operation   Restore  Hope  than  to  propose  that  they  receive  no  pay  raise 
in  FY   1994  followed  by  increases  which  are   1.5  percent  less  than  those 
provided  to  private  sector  employees  in  FY  95  through   1997.  In   1982,  in 
the  wake  of  the  recruiting  and  retention  disasters  of  the  late   1970's, 
which  led  to  a  "hollow  army,"  Navy  ships  tied  up  at  ports  and  a  pilot-less 
Air  Force,  military   pay  was  raised  to  levels  that  were  reasonably 
comparable  to  pay   in  the  private  sector  for  equivalent  levels  of  work. 
Since  then  because  of  several  pay  caps,  military  pay  has  fallen   11.7 
percent  behind   the  private  sector.     A  pay  freeze  next  year,  coupled  with 
pay  caps  through  FY   1997,  will  cause  active  and  reserve  pay  to  fall  to  a 
level  20  percent  below  comparable  private  sector  pay  by  FY   1997.     (See 
following   chart.) 
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Military  Pay:  A  Decailc  of  Ucijradalioii 
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This  chart  reneqts  the  degradation  In  mUltary  pay  since  1982  when  military  pay  was 
raised  to  levels  comparable  to  those  in  the  private  sector.  By  1993  the  gap  was  11.7%; 
under  Clinton's  plan.  It  would  widen  to  20.0%  by  1997. 


The  basis  for  military  pay  increases  is  the  growth  in  the  Employment 
Cost  Index  (ECI)  as  determined  by  surveys  conducted  by  the  Bureau  of 
Labor  Statistics  (BLS).     The  survey  measures  salary  and  wage  growth  by 
sampling   more   than  4,600   private   industrial   firms   covering   more   than 
23,000  civilian  occupations.     The  ECI  was  selected  as  the  standard  for 
military   (and   Federal  civilian)  pay   increases  because   it  was  determined   to 
be  the  most  accurate  measure  of  what  pay  raises   would  be  necessary  to 
sustain  the  all-volunteer  force  (AVF).  Even  the  ECI  method  has  its 
disadvantage  because  of  the  time  lag  between  when  the  wage  growth 
occurs  in  the  private  sector  and  when   it  translated  into  a  military  pay 
raise.     For  example,  the  increase  in  private  sector  wages,  as  measured  by 
the  ECI  in  September  of  a  given  fiscal  year,  will  not  show  up  in  a  military 
pay  hike  until   15  months  after  the  fact;  thus,  the  September   1992  ECI 
survey  would  be  the  basis  for  the  January   1994  military  pay  hike  that  is 
now   in  jeopardy. 
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This  disparity   is  aggravated  by  the  Federal  Pay  Comparability  Act  of 
1990.     It  authorized  locality  pay  for  federal  civilian  employees.     To  fund 
the  payments,   that  Act  requires  a   .5   percent  reduction   in  future  Federal 
civilian  (and  military)  pay  increases  beginning  in  FY    1994.     This    action 
was     taken,    to    the    knowledge    of    the    Coalition,    without    the 
oversight     authority     of     the     Armed     Services     Committees. 

The  Nation  is  reducing  the  force  to  levels  not  seen  in  50  years. 
Servicemembers   who  are   retained   must   be   able   to  meet   stringent 
requirements  of  a  high-tech  force  and  excel  in  a  wide  variety  of 
assignments.      Clearly,   the   Administration's   recommendation   to   freeze   and 
then  reduce  future  military   pay  raises  will  cause  a  retention   crisis  down 
the  road.     Already,  signs  of  trouble  loom  ahead. 

In   1992,  for  example,  every  new  Army  accession  possessed  a  high  school 
diploma.     In  the  first  quarter  of  1993,  less  than  85  percent  of  Army 
accessions  were  high  school  graduates.     This  was  the  lowest  percent  of 
new  high  school  graduate  accessions  since   1983.     Hopefully,  the 
Administration  and  this  Congress   have   not  become   so  complacent  after   12 
years  of  quality  recruiting  and   high  retention   that  it  believes  it  can  cut 
the  defense  budget,  downsize  the   forces,  eliminate  job  security,  damage 
morale  and  still  continue  to  have  a  quality  all-volunteer  force.     Will  it  be 
that  our  elected   federal   governmental   officials  are  unable   to  recognize  the 
crisis  until,  like  the  late  1970s,  it  has  once  again,  laid  waste  our  capability 
to  deploy   a  combat-effective  force? 

The  Coalition   urges  this  distinguished   subcommittee  to  act  now  and 
appropriate   funds   for  an   across-the-board   military   pay   raise   in   FY    1994. 
Although  the  Coalition  sympathizes  with  those  who  seek  a  marginal  pay 
hike   for   the  junior   grades— recognizing   the   number   of  servicemembers   in 
this  group  in  receipt  of  food   stamps -it  believes  continuing  to  "reward" 
junior  members,   while   ignoring   the  career  force,   sends  the  wrong  message 
to  those  in  the  more  senior  enlisted  and  officer  grades  who  must  accept 
the    responsibility    of   leadership    positions. 
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The  goal  of  the  Uniformed  Services  must  be  to  recruit,  train,  and  motivate 
those  willing  and  able  to  assume  demanding  leadership  roles.     In  the 
words  of  the  Report  of  the   Seventh  Quadrennial   Review   of  Military 
Compensation.  "Basic  pay  is  the  principal  vehicle  for  linking  compensation 
to   military   performance   measured    by   rank."      As   enlisted   members 
advance  to  the  E-5  and  E-6  levels  there  are  quantum  leaps  in  the 
responsibility  they  must  shoulder.      At  the  same  time  CHAMPUS 
deductibles  for  their  families   triple   and,   if  the   Administration's  package 
goes  through,  they'll  endure  the  same  new  taxes  as  other  Americans.     The 
question  is,   "How  much   more   will   our  quality   servicemembers  endure 
before  they  leave  the  Uniformed  Services  as  they  did  in  the   1970s  and, 
once  again,  force  the  Nation  to  face  a  "hollow  force?" 

THE  NEED  TO  RESTORE  HOUSING  ALLOWANCES 

While  on  the  subject  of  military  compensation,  the  Coalition  invites  the 
subcommittee's   attention   to   the   deterioration   in   housing   allowances   for 
the   Nation's   servicemembers.      Eligible   military   personnel   are   currently 
paying  20  percent  of  their  housing  costs  when  required  to  reside  in 
civilian   housing.    In    1985,   when   Congress   restructured   the   housing 
allowances,  the   assumption   was   that  members   would   pay   no  more   than 
15  percent  of  housing  costs  out  of  their  pockets.     The  Basic  Allowance  for 
Quarters  (BAQ)  was  to  cover  65  percent  of  national  median  housing  costs 
per  pay  grade  and  the  Variable  Housing  Allowance  (VHA)  would  equal 
local  median  housing  costs  minus  80  percent  of  national   median   housing 
costs.     The  two  allowances  together  were  to  equal  85  percent  of  a 
member's  housing  expenses,  even  in  high  cost  areas.     Unfortunately,  BAQ 
has  not  kept  pace  with  the   1985   standard  of  65   percent  of  national 
median   housing   costs. 

The  proposed  FY   1994  pay  freeze  and  subsequent  caps  will  also  apply  to 
the  allowances.     The  amount  members  will  pay  out  of  their  own  pockets 
for  housing  will  rapidly  escalate.     Family  separations  often  occur  when 
affordable   housing   is  not  available  at  a  new  duty   station.   Although  family 
separations  caused   by   mission   requirements   are   a  part   of  military   life. 
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family   separations  caused   by   inequitable   housing   allowances   should   not 
be  a  part  of  military  life. 

COLA    DISCRIMINATION 

In    1986  The   Military   Coalition   banded   together  its   member  organizations 
to  go  to  Capitol  Hill  to  seek  fairness  and  equity  in  the  federal  government 
programs  entitled  by  law  to  cost-of-living  adjustments  (COLAs).     TMC 
proudly  carried  its  banner:  "MILITARY  RETIREES  ARE  VETERANS  TOO!"    It 
recommended   that  Congress   authorize  COLAs  for  military  retirees  and 
survivors  whenever  it  did  so  for  veterans  in  receipt  of  pensions  and 
compensation  and  for  social  security  annuitants.      However,  TMC  stated  for 
the  record,  "If  Congress  denies  or  reduces  the  amount  of  the  cost-of-living 
adjustment  for  Social   Security   annuitants  and   veterans   in   receipt  of 
service-connected    compensation    or   pensions,    military   retirees    would 
consider  it  only  fair  to  also  forego  their  COLA  or  take  a  reduction  thereto. 

Later  in   1986,  Congress  enacted  P.L.  99-509,  guaranteeing  military  (and 
federal  employees)  the  same  COLA  increases  as  those  received  by  Social 
Security  annuitants.     This   1986  provision   in   law  lent  further  strength   to 
Section  1401a  of  Title  10,  USC,  which  directs  the  Secretary  of  Defense  to 
increase  the  retired  pay  of  members  and  former  members  on  December   1 
of  each  year  based  on  the  increase  in  the  Consumer  Price  Index  (CPI)  for 
the  preceding  fiscal  year.     Section  1451  of  Title  10,  USC,  provides  that 
Survivor  Benefit  Plan  (SBP)  annuities  will  also  increase  at  the  same  time. 

Nevertheless,  over  the  past  decade  because  of  caps,  delays,  and  freezes, 
military  retired  pay  has  fallen  7.8  percent  behind  inflation  as  measured 
by  the  CPI.     If  Congress  allows  the  FY  1994  Budget  Resolution  proposal  to 
take  effect,   military  retirees   will   suffer  extraordinary   losses   in   income. 
The  average  military  enlisted  retiree  in  grades  E-6  and  E-7   receives  a 
monthly  payment  of  less  than  $1,049  in   1992  military  retired  pay.     If 
COLAs  for  this  age  group  are  limited  to  one-half  the  amount  authorized 
for  those  over  age  62,  an  enlisted  servicemember  in  pay  grade  E-7   now 
serving  in  Somalia  who  retires  in   1993,  would  lose  $63,448  in  retired  pay 
in   1993  dollars  by  the  time  he  attains  the  age  of  62. 
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The  dramatic   impact  of  the  50  percent  COLA  is  illustrated  in  the  charts 
below.      They   depict  the   substantial   reductions  certain   military 
servicemembers   and   survivors   will   suffer  in  purchasing  power.     The  E-7 
and  0-5  are  chosen  as  selected  examples  of  the  impact  50%  typical  COLAs 
would   have   on   enlisted   and   officer  retirees   respectively. 
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Impact  of  50%  COLA  on  0-5 
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What  is  disturbing  to  The   Military   Coalition   is   the  double-whammy 
imposed   by   Congress  on   military   retirees  and   their  survivors.      First, 
military  retirees  will   bear  the  brunt  of  the  $2.7   billion  savings  in  the  FY 
1994   Budget   Resolution.      For  example,  64  percent  of  enlisted  military 
retirees  and  37  percent  of  the  officers  are  less  than  62  years  of  age.     Only 
15  percent  of  civil   service  retirees  are  under  age  62,  the   number  is  fewer 
if  certain  Federal  civilian  occupational   groups,  (i.e.,  law  enforcement 
firefighters   and    air   traffic   controllers),   under  age   62,   are  exempted,   from 
50  percent  COLAs  as  provided  in  the  Resolution. 

Second,    future   military   retirees    and    survivors   are   earmarked    for   a    pay 
freeze  for  FY    1994  and  continued  pay  caps  thereafter.     This  action  will 
further  reduce  the  purchasing  power  of  this  group,  and   in   the  Coalition's 
opinion,  will  lead  to  the  demise  of  the  all  volunteer  force. 

Both   provisions    blatantly   discriminate   against   military   retirees   and    their 
survivors.    In   the   first  case,   military   personnel,   like   the   Federal   civilian 
groups  exempted  from  the  half-COLAs,  are  required  to  retire  early.     The 
military   services   have  established   high   years  of  service  tenure   points   (i.e., 
maximum  years  of  service  thresholds)  for  each   pay  grade.     Few  Armed 
Forces   members   reaching   those   exit   points   are   permitted   to   remain    on 
active  duty  and  only  in  the  rarest  of  circumstances  such  as  General 
Hershey  of  Selective  Service,  Admiral  Rickover  of  the  Nuclear  Navy)  is  a 
I  military  retiree  permitted  to  remain  in   service  until  age  62.     The 
overwhelming   majority   must  retire   in   the   mid-late  40s.      TMC   strongly 
protests    such    highly    discriminatory    treatment    of   military    personnel. 

The  Coalition   sees   no  other  recourse   but  to  urge  this  distinguished 
subcommittee,    as   a    protector   of   military   personnel   entitlements,    to   ensure 
that   our   servicemembers   receive   fair   and   equitable   consideration    by   the 
very  Congress  that  raises  our  armies  and  navies.     The  Coalition  urges  you 
to  champion  the  cause  of  full  COLAs  in  FY  '94  for  all  military  retirees  and 
survivors   at  the   same  percentage   as   that  provided   to   social   security 
annuitants   and    veterans    whose   pensions   and   compensation   are    paid   by 
the   Department   of   Veterans    Affairs. 
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PRESKKVING    THE   MILITARY   HEALTH   SERVICES   SYSTEM 

One  of   TMCs  piioiides  for  FY   1994  is  to  ensure  thai  the  United  States 
maintains   a   strong,   effective   military   medical    system   to  enhance   the 
fighting  strength  of  the  Armed  Forces.     This  may  be  done  only  with  a  top 
quality,   uniformed   medical   corps-one   that   is  capable   of  recruiting   and 
retaining   the    best   physicians,   medical   and   technical    support   personnel 
necessary   to  execute   its   mission. 

The  Military  Health   Services  System  (MHSS)  is  essential  to  readiness, 
national  disaster  missions   and   mobilization.      To  recruit,   train   and   retain 
viable   uniformed  medical  corps,   the   Nation   must   have   a   full   graduate 
medical   education   program   and   a   wide   range   of  patients,   from  pediatrics 
to    geriatrics. 

To  reach  this  target  and  fulfill  the  moral  obligation  of  the  Nation  to 
provide    healthcare    (o    its    uniformed    servicemembers,    active    and    retired, 
their  dependents    and    survivors.    The    Military   Coalition    recommends    that 
appropriations    be    specifically    directed    toward    accomplishing    the 
following: 

a.  providing   uniformed   and  retired  members  of  (he   uniformed 
services,   their  dependents   and   survivors,  continued   access   and 
availability   to  quality   health  care  under  the   health  care   delivery 
system   of  the   uniformed   services   regardless  of  age  or  health   status 
of  the   beneficiary  seeking   such  care; 

b.  extending   100%  health  care  coverage  to  dependents  of  active 
duty   members   of  the   uniformed   services  who   reside   with   their 
sponsors   at   locations   where   there   isn't  reasonable   access   to   Military 
Treatment  Facilities   (MTFs); 

c.  offering  unmarried,  disabled  dependents  over  23   years  of  age, 
who  once   again   become  dependent  on   a  member  or   retired   member 
for  support,  access  to  care  in  MTFs  on  a  "space  available"  basis; 
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d.  reducing  the  CHAMPUS  Catastrophic  Cap  for  retired  members  and 
their    dependents    to    $3,000; 

e.  restoring  ClIAMPUS  as  second  payer  to  Medicare  for  retired 
members   and   their  dependents   who  are   Medicare-eligible   on   a 
"coordination  of  benefits"  basis  with  CHAMPUS  as  a  primary  payer 
for  those  beneficiaries  residing  overseas  and  not  covered   by 
Medicare; 

f.  establishing  at  the  DoD  level  a  dental  insurance  plan  for  retired 
members   and   their  dependents,  for  "gray   area"   retirees   and  the 
Reserve  components,   similar  to  the  plan   now   available  for 
dependents    of   active    duty    members; 

g.  setting   in   place   alternate  health  care  programs   for  retired 
members,    their   dependents    and    survivors   at   locations    where 
military   installations   are  to  be  closed  or  downsized  before  the 
installation   is  closed   or  downsized; 

h.     continuing  the  expansion  of  the  Managed  Care  Program  (MCP) 
at  all   Uniformed   Services  Treatment  Facilities  (USTFs)   and  requiring 
USTFs  lo  compete  with  other  DoD  MCPs  in  their  locale; 

i.     retaining  CRI  in  its  present  form  but  with  modifications  to  make 
CHAMI'US  Prime  more  cost  effective; 

j.  testing  the  concept  of  Authorizing  the  Department  of  Defense  lo 
bill  Medicare,  at  a  discounted  rate,  for  care  provided  to  Medicare- 
eligible   retirees   and   their  dependents  in   the   MUSS. 

k.      providing   adequate  Operations  and   Maintenance   (O&M)   resources 
in  the  FY  '94  medical  budgets.     For  example,  the  Coalition  is  deeply 
concerned  that  if  the  Army  sustains  a  $400  million  cut  in  its  O&M 
health  care  account,   it  will  result  in  a  drastic  curtailment  in   services 
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or  the  elimination   of  lieallh  care  benefits  to  nonactive  duty 
beneficiaries. 

The   above  recommendations  and  others  were  presented   by   TMC   to  the 
White  House  Health  Care  Reform  Task  Force  on  March  3,   1993,  a  copy  of 
which   is  provided  to  the  subcommittee  for  the  purpose  of  clarifying  of  the 
positions   adopted  by   the  Coalition. 

CONCLUSION 

The  Military  Coalition   again  expresses  its  gratitude  to  the  chairman  and 
the   other  distinguished   members   of  the   subcommittee   for   reviewing   this 
statement  and   having   its   representative   appear  before   you   this  date.      The 
Coalition  urges  you  to  take  the  necessary  action  to  maintain  the  Nation's 
forces   at  their  current  quality  and  effectiveness   and,   further,   to  honor  the 
commitments   made   to   retired   servicemembers   and   their   families   for   long 
and  faithful  service  to  our  Nation. 
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THE  MILITARY         COALITION 

201   North  Washington    Street 
Alexandria,    Virginia      22314 

Military  Coalition  Medical  Brieflng 

White  House  Health  Care  Reform  Task  Force 
3  March  1993 

The  Mihtary  Coalition  is  a  consortium  of  military  and  veterans'  associations 
representing  3.5  miUion  members  of  the  military  community,  including  active 
reserves  and  retired  members,  officers  and  enlisted  of  the  seven  vmiformed 
services,  plus  their  families  and  survivors.  We  very  much  appreciate  this 
opportunity  to  discuss  the  Military  Health  Services  System  (MHSS).  Our  first 
priority  is  to  ensure  that  our  nation  maintains  a  strong  national  defense  and  a 
strong,  effective  military  medical  system  to  conserve  the  fighting  strength  of  our 
armed  forces.  This  can  only  be  done  by  a  top  quality,  uniformed  medical  corps, 
recruiting  and  retaining  the  best  physicians  and  other  medical  technical  and 
support  personnel. 

The  Medical  Mission 

As  the  Clinton  Adnunistration  and  Congress  address  National  Health  Care 
reform,  we  must  ensure  that  the  Mihtary  Health  Services  System  (MHSS),  is  not 
degraded  in  the  process. 

The  MHSS  is  essential  to  readiness,  national  disaster  missions  and  mobilization. 
These  missions  cannot  be  filled  by  reserve  component  units  or  civilian  facilities. 
Further  to  recruit,  train  and  retain  a  viable  xmiformed  medical  corps,  we  must 
have  a  full  graduate  medical  education  program  and  a  wide  range  of  patients, 
from  pediatrics  to  geriatrics. 

Background  on  MHSS 

We  would  like  to  provide  some  background  and  history  regarding  the  MHSS 
from  the  perspective  of  military  personnel,  and  their  dependents  and  survivors 
who  use  llie  MHSS  and  why  they  believe  they  have  been  promised  Ufetime  free 
medical  care.  The  promise  is  contained  in  law  and  tradition  and  dates  back  more 
than  200  years.  ^ 


582 


Promise  of  Health  Care  for  Life 

Prior  to  the  early  1950s,  the  promise  to  provide  miUtary  medical  care  was  not 
questioned  because  throughout  their  mihtary  careers  and  in  retirement,  medical 
care  was  provided  in  military  treatment  facilities  for  personnel  who  could  use 
those  facilities.  There  were  not  huge  nimibers  of  retirees  during  this  period  and 
they  could  be  accommodated.  At  that  time  and  for  years  afterward  a  Ufetime  of 
medical  care  appeared  plausible  since  the  military  medical  system  had,  in  fact, 
kept  these  promises.  Thus,  such  promises  seemed  reasonable  when 
noncommissioned  officers,  first  sergeants  and  commanders  promised  them  to 
potential  recruits  and  candidates  for  leenhstment  who  were  needed  to  man  the 
large  mihtary  force  required  to  fight  the  Cold  War. 

Codifying  Access  to  the  MHSS 

In  1956,  when  there  were  only  approximately  6.4  million  beneficiaries  of  the 
Defense  Department's  medical  system.  Congress  made  space  available  medical 
care  in  mUitary  treatment  facilities  (MTFs)  an  entitlement  for  active  duty 
dependents.  Retirees  and  their  dependents  were  also  authorized  space  available 
care  without  an  entitlement  to  it.  Also  in  1956,  Congress  concluded  that  the 
direct  care  medical  system  was  inadequate  to  care  for  the  dependents  of  active 
duty  personnel  and  enacted  legislation  authorizing  the  defense  department  to 
contract  with  private  sources  to  supplement  the  inadequate  in-house  care  for 
dependents  of  active  duty  members  who  due  to  travel  distances  or  other  reasons 
could  not  use  the  military  treatment  facilities.  Ten  years  later,  this  contract 
authorization  was  extended  to  retirees,  their  dependents  and  survivors.  This  was 
the  foremnner  of  the  Civilian  Health  and  Medical  Program  of  the  Uniformed 
Services  (CHAMPUS). 

The  CHAMPUS  Alternative 

The  CHAMPUS  program  was  enacted  in  1966  because  the  increasing  numbers  of 
retirees  and  dependents  of  the  large  active  duty  force  necessary  to  deter  the 
Soviet  Union  and  commimism  around  the  world  made  it  increasingly  difficult  to 
provide  such  care  without  major  increases  in  the  military  medical  staff.  The 
motivation  for  including  retired  members  under  age  65  in  CHAMPUS  is  that 
after  Congress  enacted  the  Medicare  system  in  1966  (coveiing  retirees  aged  65 
and  older),  retirees  under  age  65  (and  dependents)  were  the  only  group  of 
beneficiaries  not  covered  by  any  medical  insiuance  system.  This  action,  in  fact, 
was  an  after  the  fact  admission  that  the  Defense  Department  had  a  major 
responsibility  for  these  beneficiaries  and  was  honor  bound  by  its  recruiting  antt 
retention  promises. 
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CHAMPUS  required  the  Defense  Department  to  pay  80  percent  of  allowable 
medical  costs  for  active  duty  dependents  and  75  percent  of  the  allowable  cost  for 
retirees  and  their  dependents.  The  current  aimual  deductibles  are  $150  per 
person  up  to  $300  per  family,  except  for  enlisted  personnel,  E-4  and  below,  who 
pay  $50/person  or  $150/family.  The  beneficiaries  are  required  to  pay  the 
remaining  balance  of  the  cost  of  the  medical  care  they  receive. 

Today,  according  to  defense  officials,  there  are  about  9.5  million  beneficiaries 
with  retirees  and  their  dependents  comprising  over  50  percent  of  this  group. 
This  large  increase  in  retirees  and  dependents  obviously  is  due  to  the  large 
military  force  needed  to  fight  W.W.H,  the  subsequent  hot  wars  and  the  45-year 
Cold  War.  To  meet  the  huge  active  force  requirements  after  the  Korean  War, 
the  defense  department  used  aggressive  recraiting  and  retention  programs, 
especially  after  the  military  draft  system  was  aboUshed.  To  maintain  this  large, 
all  volunteer  military  force,  commanders  and  recruiting  and  retention  personnel 
promised  (in  exchange  for  20  or  30  years  of  dedicated  and  devoted  service) 
retirement  security  with  inflation  protected  retirement  pay,  hfetime  medical  care, 
and  lifetime  use  of  other  retiree  support  faciUties  such  as  post  exchanges  and 
commissaries. 

The  authorization  for  continued  military  medical  care  on  a  space  available  basis 
with  CHAMPUS  as  a  backup  was  established  in  law.  As  our  armed  forces  are 
reduced  and  military  installations  and  miUtary  medical  treatment  facihties  are 
closed,  space  available  medical  care  is  becoming  even  more  scarce.  One  of  the 
adverse  side-effects  is  age  discrimination,  even  though  current  law  provides  for 
the  treatment  of  space  available  eligible  beneficiaries  without  regard  to  age.  In 
practice,  age  discrimination  exists  simply  because  it  is  in  the  financial  interest  of 
the  Defense  Department  to  conserve  CPiAMPUS  funds  by  treating  beneficiaries 
under  65  in-house  and  forcing  Medicare-eligible  beneficiaries  to  rely  on  the 
private  sector  where  the  Health  Care  Financing  Administration  picks  up  the  tab. 
Care  for  CHAMPUS  eUgible  beneficiaries  in  MTFs  permits  DoD  to  save  the 
more  costly  expense  of  referring  these  beneficiaries  to  the  "for  profit"  private 
sector,  which  now  costs  about  twice  as  much  as  treating  them  in  military  medical 
facihties. 

Employer    Responsibility 

Loss  of  CHAMPUS  benefits  at  age  65,  just  when  they  need  it  most,  is  a  major 
concern  of  miUtary  retirees.  It  is  a  great  inequity  that  military  retirees,  their 
families  and  survivors  are  the  only  Federal  government  retirees  who  lose  their 
entitlement  to  a  medical  benefit  from  their  employer  at  age  65  upon  becoming-^ 
eligible  for  Medicare.  These  military  retirees  especially  resent  the  fact  that  after 
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earning  what  they  thought  was  free  Ufetime  medical  care  by  20  to  35  years  of 
service,  they  are  now  being  turned  away  from  that  care.  A  solution  that  will  help 
mitigate  age  discrimination  and  give  substance  to  the  lifetime  promise  is  discussed 
later. 

We  strongly  believe  that  the  Defense  Department  should  not  be  permitted  to  drop 
all  legal  responsibility  for  the  medical  treatment  of  over  age  65  military  retirees. 
Legislation  is  urgently  needed  to  recognize  the  expUcit  and  implied  promises  and 
provide  a  defined,  lifetime  benefit  for  military  retirees  and  their  families  and 
their  survivors  regardless  of  age.  In  1992,  the  102nd  Congress  recognized  the 
promise  of  lifetime  medical  care  and  acknowledged  it  in  a  "Sense  of  the 
Congress"  resolution  contained  in  Section  726,  National  Defense  Authorization 
Act  for  Fiscal  Year  1993  (PubUc  Law  102-  484). 

"Sense  of  Congress"  Resolution 

"It  is  the  sense  of  Congress  that- 

(1)  members  and  former  members  of  the  uniformed  services, 
and  their  dependents  and  survivors,  should  have  access  to  health 
care  under  the  health  care  delivery  system  of  the  uniformed 
services  regardless  of  the  age  or  health  care  status  of  the  person 
seeking  the  health  care; 

(2)  such  health  care  delivery  system  should  include  a 
comprehensive  managed  care  plan; 

(3)  the  comprehensive  managed  care  plan  should  involve 
medical  personnel  of  the  uniformed  services  (including  reserve 
component  personnel),  civilian  health  care  professionals  of  the 
executive  agency  of  such  uniformed  services,  medical  treatment 
facilities  of  the  uniformed  services,  contract  health  care 
personnel,  and  the  Medicare  system; 

(4)  the  Secretary  of  Defense,  the  Secretary  of  Health  and  Human 
Services,  and  the  Secretary  of  Transportation  should  continue  to 
provide  active  duty  personnel  of  the  uniformed  services  with 
free  care  in  medical  treatment  facilities  of  the  uniformed 
services  and  to  provide  the  other  personnel  referred  to  in 
paragraph  (1)  with  health  care  at  reasonable   cost  to  the 
recipient  of  the  care;  and 
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(5)  thd  Secretaries  referred  to  in  paragraph  (4)  should  examine 
additional  health  care  options  for  the  personnel  referred  to  in 
paragraph  (1)  including,  in  the  case  of  persons  eligible  for 
Medicare  under  title  XVII  of  the  Social  Security  Act,  options 
providing   for- 

(A)  the  reimbursement  of  the  Department  of  Defense  by 
the  Secretary  of  Health  and  Human  Services  for  health  care 
services  provided  such  personnel  at  medical  treatment  facilities 
of  the  Department  of  Defense;  and 

(B)  the  sharing  of  the  payment  of  the  cost  of  contract 
health  care  by  the  Department  of  Defense  and  the  Department  of 
Health  and  Human  Services,  with  one  such  department  being  the 
primary  payer  of  such  costs  and  the  other  such  department 
being  the  secondary  payer  of  such  costs." 

Budget  Cuts  Severely  Curtail  Services 

We  understand  that  cuts  in  the  Army  Medical  Budget  for  FY  94  will  reduce 
buying  power  by  more  than  $437  million  or  nearly  one-half  biUion  dollars  below 
the  fiscal  year  1993  level.  Similar  cuts  are  being  considered  in  other  services. 
There  is  no  way  that  cuts  of  this  size  can  be  imposed  without  a  severe  curtailment 
of  medical  services. 

These  funding  reductions  follow  deep  cuts  in  mihtary  medical  personnel  to  meet 
reduced  service  end-strength  ceilings.  While  the  services  face  a  reduced  enemy 
threat,  the  demands  on  the  medical  corps  are  not  substantially  reduced.  However, 
medical  personnel  fall  under  the  service  end  strength  ceilings  and  must  also  be 
reduced  to  meet  the  new  troop  strength  levels.    Arbitrary  requirements  such  as 
this  cause  bad  decisions.  The  system  could  be  improved  by  removing  medical 
persoimel  from  service  end  strength  calculations.  This  would  allow  better 
management  of  the  entire  MHSS,  as  is  now  done  for  the  Medical  Budget. 

At  military  treatment  facilities  throughout  the  United  States,  including  the 
Army's  flagship  hospital,  Walter  Reed  Army  Medical  Center  (WRAMC), 
thousands  of  military  retirees  now  are  being  denied  medical  care.  For  example, 
at  WRAMC  there  are  1,612  beneficiaries  on  a  waiting  hst  extending  out  13 
months  for  the  Ophthalmology  Clinic.  The  Optometry  Clinic  has  1,396  on  the 
waiting  list  representing  a  36  month  backlog.  The  General  Medical  Clinic  has  a 
backlog  of  847  beneficiaries  and  the  Audiology  Clinic,  1,468.  To  suggest  that  the 
system  can  absorb  further  cuts  in  either  personnel  or  funds  is  outrageous.       .^ 
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Concerns  Of  Military  Beneficiaries: 

Military  beneficiaries  are  very  concerned  about  cost  and  access  to  care 
through  the  MiUtary  Health  Services  System  (MHSS),  the  quality  of  such 
care,  the  uncertainty  of  the  "space  available"  basis  for  care  received  in  the 
medical  treatment  faciUties  (MTFs),  the  impact  of  base  closures  and  the 
future  of  the  MHSS  in  general.  The  following  discussion  addresses  some  of 
the  specific  concerns  expressed  by  members  of  the  organizations 
represented  by  The  Military  Coalition  and  our  recommendations  for 
accommodating  those  concems.  It  also  includes  other  recommendations  for 
improving  the  MHSS  through  initiatives  to  promote  equity,  cost  savings  and 
efficiencies. 

Equity:     Assignment  To  Remote  Duty 

Health  care  coverage  is  not  equitable  for  dependents  of  active  duty 
members  who  are  assigned  to  duty  stations  not  served  by  mihtary  medical 
treatment  facilities  (e.g.,  recruiters,  ROTC  instructors.  Coast  Guard). 
These  dependents  are  forced  to  rely  on  CHAMPUS  with  its  attendant  co- 
pays  and  deductibles.  CHAMPUS  is  not  accepted  by  all  physicians,  so  the 
choice  of  health  care  provider  is  often  limited  or  the  member  must  absorb 
higher  out-of-pocket  expenses  because  of  balance  billing.  Conversely, 
dependents  of  active  duty  personnel  assigned  to  bases  with  MTFs  have  the 
choice  of  free  care  at  MTFs,  if  available,  care  through  direct  referral  to 
civilian  providers,  or  care  through  CHAMPUS. 

Recommendation;  Provide  for  100%  health  care  coverage  for  active 
duty  families  assigned  to  locations  without  access  to  MTFs  through 
contracts  with  local  providers  if  possible.  If  such  contracts  are  not  possible, 
CHAMPUS  copayments  and  deductibles  should  be  waived  for  these 
individuals.  If  dependents  elect  not  to  reside  at  these  remote  sites  or  elect 
not  to  participate  in  the  program  provided  through  contracts  with  local 
providers,  then  standard  CHAMPUS  copays  and  deductibles  should  apply. 


Equity:    Access  To  MTFs  For  Disabled  Dependents 

Unmarried,  disabled  dependents  over  23,  who  once  again  become  dependent 
on  the  member  for  support,  are  not  eUgible  for  space  available  care  in 
MTFs.  This  results  in  a  significant  disparity  because  space  available  care  in 
MTFs  is  provided  to  parents  and  parents-in-law  who  become  dependent  on 
the  member  for  support  There  are  no  compelling  reasons  why  disabled 
dependent  children  should  not  be  provided  access  to  space  available  care  in  - 
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MTFs  to  the  same  extent  it  is  provided  for  dependent  parents  and  parents- 
in-law. 

Recommendation:  Allow  unmarried,  disabled  dependents  over  23  who 
once  again  becx)me  dependent  on  the  member  for  support  to  have  access  to 
care  in  MTFs  on  a  "space  available"  basis. 

Equity:    Penalty  For  Late  Enrollment  In  Medicare  Part  B 

Retirees  and  their  dependents  who  locate  near  a  base  frequently  elect  to 
waive  enrollment  in  Medicare  Part  B  because  of  reliance  on  an  MTF.  If  a 
base  and  its  MTF  close,  Medicare-ehgible  retirees  must  then  rely  on 
Medicare  Part  B  for  care  by  physicians  and  other  providers.  They  then 
incur  substantial  financial  penalties  of  10  percent  per  year  when  they  enroll 
in  Medicare  Part  B. 

Recommendation:  Waive  Medicare  Part  B  late  enrollment  penalties  for 
retirees  residing  near  base  closure  sites. 

Equity:     Inadequate  Catastrophic  Protection 

The  CHAMPUS  Catastrophic  Cap  for  retiree  famihes  (currently  $7,500) 
does  not  provide  adequate  catastrophic  protection.  Since  the  cap  only 
applies  to  allowable  costs,  in  many  cases,  families  end  up  spending  much 
more  than  $7,500  per  year  in  out-of-pockets  costs.  The  CHAMPUS 
Catastrophic  Cap  for  active  duty  famiUes  is  only  $1,000  per  year  and  thus 
when  they  reach  the  retirement  threshold  many  are  iU-prepared  for  the 
dramatic  increase  in  habiUty  and/or  are  ineUgible  for  supplemental 
insurance  coverage  because  of  preexisting  illnesses  or  injuries.  In  this 
regard,  miUtary  retirees  have  been  victimized  because  of  budgetary 
constraints.  When  the  $1,000  cap  for  active  duty  dependents  was 
established,  the  House  proposed  a  $3,000  cap  for  retiree  families.  However, 
in  conference  with  the  Senate  the  ceiling  was  raised  to  $10,000  because  of 
higher  priorities,  but  with  the  assurance  a  more  reasonable  cap  was  on  the 
horizon.  About  a  decade  later,  the  FY  '93  Defense  Authorization  Act 
reduced  the  cap  to  $7,500. 

Recommendation:  Reduce  CHAMPUS  Catastrophic  Cap  for  retirees  and 
their  dependents  to  $3,000. 
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Equity:     Medicare  Providers  Refuse  CHAMPUS  Assignment 

Many  physicians  who  accept  Medicare  assignment  (i.e.,  accept  Medicare 
reimbursement  amounts  for  treating  Medicare-eUgible  individuals),  will  not 
accept  CHAMPUS  ehgible  patients.  Many  of  these  physicians  claim  they  can 
only  handle  one  form  of  government  reimbursement.  The  ulterior  motive 
is  that  given  the  price  controls  on  Medicare,  they  can  recover  some  of  their 
"lost  profits"  by  charging  higher  fees  of  private  sector  insurers  and 
CHAMPUS.  Physicians  who  accept  one  type  of  government  subsidized 
patient,  should  not  discriminate  against  beneficiaries  of  another  government 
program  such  as  CHAMPUS. 

Recommendation:  Require  physicians  who  accept  Medicare  assignment 
to  also  accept  CHAMPUS  assignment 

Equity:  Loss  Of  CHAMPUS  When  Medicare  Eligible 

Mihtary  beneficiaries  who  are  65  years  or  older  lose  CHAMPUS  benefits  if 
they  are  ehgible  for  Medicare.  Many  Medicare  supplemental  plans  have 
pre-existing  medical  condition  clauses  which  preclude  coverage  for  those 
medical  conditions  for  six  months.  Consequently,  many  Medicare-ehgible 
military  beneficiaries  are  confronted  with  significant  out  of  pocket  costs  for 
care  for  uncovered  medical  conditions  in  that  six  month  period.  The 
fmancial  burden  is  aggravated,  because  loss  of  CHAMPUS  also  means  loss 
of  prescription  drug  coverage,  particularly  for  individuals  not  residing 
within  commuting  distance  to  mihtary  faciUties.  Another  negative  aspect 
associated  with  the  loss  of  CHAMPUS  is  that  Medicare  does  not  provide 
coverage  for  individuals  who  travel  or  reside  overseas. 

CHAMPUS  was  reinstated  as  second  payer  for  Medicare-eligible 
beneficiaries  under  age  65  who  are  disabled,  but  the  reinstatement  is 
temporary,  and  requires  language  in  the  Defense  Authorization  bill  to  be 
continued  on  a  permanent  basis.  Further,  CHAMPUS  benefits  for  disabled 
Medicare  beneficiaries  under  age  65  who  have  End  Stage  Renal  Disease  or 
who  are  disabled  survivors  or  former  spouses,  are  provided  on  a  benefits 
less  benefits  basis  whereas  CHAMPUS  benefits  for  all  other  disabled 
Medicare  beneficiaries  imder  age  65  are  provided  on  the  more  favorable 
coordination  of  benefits  basis.  This  inequity  needs  to  be  remedied. 

Recommendations:  Restore  CHAMPUS  as  second  payer  to  Medicare  for 
Medicare-eUgible  individuals  on  a  "coordination  of  benefits"  basis. 
(CHAMPUS  would  be  primary  payer  for  individuals  residing  overseas  not 
covered  by  Medicare.) 
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Render  permanent,  CHAMPUS  benefits  for  aU  disabled  Medicare-eligible 
beneficiaries  under  the  age  65  on  a  coordination  of  benefits  basis. 

Equity:     Diminished  Dental  Coverage 

It  is  difficult  for  military  retirees  and  their  dependents  to  obtain  dental  care 
at  military  dental  clinics.  Any  dental  care  at  all  is  provided  on  a  space 
available  basis.  As  a  practical  matter,  there  is  no  CHAMPUS  dental  benefit. 
Dependents  of  active  duty  personnel  on  the  other  hand  do  have  access  to  a 
DoD  sponsored  dental  insurance  plan.  "Gray  area"  retirees  (reservists  who 
have  retired,  but  are  not  drawing  their  retirement  pay  yet),  and  reservists 
and  their  dependents  do  not  have  access  to  dental  care  through  DoD. 
Reservists  can  receive  emergency  dental  care  during  their  active  duty 
training  period.  During  Desert  Storm,  many  National  Guard  and  reserve 
personnel  could  not  be  deployed  until  necessary  dental  woric  had  been 
completed. 

Recommendations:  (1)  DoD  should  establish  a  dental  insurance  plan  for 
military  retirees  and  their  dependents,  for  "gray  area"  retirees  and  die 
Reserve  components  similar  to  the  plan  available  for  dependents  of  active 
duty  personnel;  and  (2)  retirees  should  be  automatically  enrolled  in  the  plan 
upon  retirement,  with  a  120-day  period  in  which  retirees  could  cancel  the 
plan  if  they  desire,  unless  the  plan  has  been  used. 

Efficiency:     HCFA  Reimbursement  Of  MHSS  Facilities 

The  Health  Care  Financing  Administration  (HCFA)  does  not  reimburse 
mihtary  MTFs  or  Uniformed  Service  Treatment  Facilities  (USTF)  for  care 
provided  to  Medicare-eligible  retirees.  Conversely,  HCFA  does  reimburse 
civilian  health  care  providers  for  care  for  Medicare  eligible  individuals. 
Faced  with  severe  fiscal  constraints,  Commanders  of  MTFs  and  Directors  of 
USTFs  currently  have  a  strong  economic  incentive  to  deny  care  to 
Medicare-eligible  retirees.  By  turning  away  these  beneficiaries,  MTFs  and 
USTFs  can  focus  on  CHAMPUS,  thus  avoiding  payments  for  more  costly 
private  sector  care.  As  a  result,  even  though  contrary  to  law,  Medicare- 
ehgible  retirees  are  usually  the  first  group  shut  out  of  MTFs  or  USTFs,  thus 
shifting  costs  to  HCFA  and  the  beneficiaries.  If  HCFA  were  to  reimburse 
MTFs  or  USTFs  for  care  provided  to  Medicare-eligible  retirees  at  a 
discounted  rate  (for  less  than  reimbursement  to  civilian  health  care 
providers)  and  MTFs  and  USTFs  were  allowed  to  use  these  funds  for 
expansion  of  services,  a  win-win  situation  for  all  would  evolve.  HCFA 
would  pay  less  for  care  provided  to  Medicare  beneficiaries;  military  MTFs  .; 
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or  USTFs  would  have  more  money  coming  in  to  increase  services;  and 
beneficiaries  would  experience  less  out-of-pocket  costs.  Further,  ff  DoD 
were  allowed  to  include  Medicare-eligible  retirees  in  DoD  managed  care 
networks,  HCFA  would  save  even  more.  The  Senate  Armed  Services 
Committee's  (SASC)  version  of  the  FY'  93  Defense  Authorization  Bill 
provided  for  a  test  of  this  reimbursement  concept  we  refer  to  as  "Medicare 
subvention".  However,  it  was  deleted  from  the  bill  before  floor  action 
because  of  concerns  that  the  Senate  Finance  Committee  had  not  held 
hearings  on  the  concept 

Recommendations;  (1)  Test  the  concept  of  subvention  at  up  to  seven 
locations  as  proposed  by  the  SASC;  and  (2)  allow  Medicare-eligible  retirees 
access  to  DoD's  managed  care  programs  with  HCFA  reimbursement. 

Efficiency:  Managed  Care  Networks  At  Base  Closure  Sites 

Many  retirees  at  base  closure  sites  are  losing  access  to  their  primary  source 
of  health  care  -  the  MTF.  These  retirees  will  now  be  forced  to  rely  on 
CHAMPUS  for  their  health  care,  at  greater  expense  to  DoD  and  to  the 
beneficiary,  hi  some  cases,  these  retirees  may  have  difficulty  purchasing 
CHAMPUS  supplemental  care  due  to  pre-existing  medical  condition  clauses. 
It  would  be  less  expensive  for  DoD  to  provide  care  to  these  individuals 
through  managed  care  programs  rather  than  through  CHAMPUS  and  would 
also  be  advantageous  for  the  beneficiaries. 

Recommendation:  Estabhsh  altemative  health  care  provisions  for  all 
retirees  at  bases  targeted  for  closure,  before  a  base  is  closed,  using  a 
managed  care  network  patterned  after  the  New  Orleans  demonstration 
model  or  after  the  CRI  programs  in  Cahfomia  and  Hawaii. 

Efficiency:     Inconsistent  Treatment  In  USTFs 

Under  current  contracts,  the  services  provided  by  Uniformed  Services 
Treatment  FaciUties  (USTFs)  range  from  limited  outpatient  care  to 
comprehensive  inpatient  services.  Congress  has  mandated  that  DoD  develop 
a  managed  care  model  to  standardize  health  benefits  and  contain  costs  across 
all  USTFs.  The  new  Managed  Care  Plan  (MCP)  will  combine  an  enrollment 
system  to  facilitate  continuity  of  care  and  better  control  care  using  rigorous 
utilization  management  and  quaUty  assurance  measures. 

A  related  concem  is  that  since  their  inception,  the  USTF  contractors  have 
been  exempt  from  competition  under  the  Federal  Acquisition  Regulations. 
To  obtain  die  most  cost-effective  services  for  the  government,  such  USTF  ■'- 
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contracts  should  be  competitively  bid  and  should  incorporate  "at  risk" 
provisions 

Recommendation:  Support  the  continued  expansion  of  the  MCP  to  all 
USTFs,  and  require  USTFs  to  compete  with  other  DoD  managed  care 
programs  in  the  area. 

Efficiency:  Improve  Management  Of  CRI 

When  tlie  CHAMPUS  Reform  Initiative  (CRI)  was  initiated  as  an  "at-risk" 
contract  in  California  and  Hawaii  five  years  ago,  its  goals  included  better 
access,  while  maintaining  quality  of  care,  and  reduced  CHAMPUS  cost 
growth.  CRI  has  proven  to  be  highly  popular  with  miUtary  beneficiaries, 
especially  retirees,  due  to  improved  access  to  care  and  quality  services.  The 
initial  cost  evaluation  suggested  that  CRI  was  saving  significant  amounts 
compared  to  standard  CHAMPUS.  More  recent  analysis  by  RAND,  not 
subscribed  to  by  other  independent  analysts,  suggests  that  CRI  has 
experienced  higher  than  expected  utilization  rates,  allegedly  resulting  in 
higher  costs  to  DoD.  RAND  has  identified  some  factors  which  may  have 
contributed  to  the  perceived  higher  costs  under  CRI.  These  factors  can  be 
resolved  by  increasing  the  efficiency  of  CRl's  administration  and  better 
utilizing  "gatekeeper"  providers  to  control  access  to  primary  care  services. 

Recommendation:  Keep  the  CRI  program  in  its  present  form  but 
implement  modifications  to  make  CHAMPUS  Prime  more  cost  effective. 

Efficiency:      Improve  Customer  Satisfaction 

Care  provided  through  the  Military  Health  Services  System  is  not  "user 
friendly"  and  therefore  not  as  efficient  as  it  could  be.  It  is  difficult  to  get 
through  by  phone  to  the  MTF  and  equally  as  difficult  to  schedule 
appointments  in  specialty  clinics.  Further,  when  cross-service  referrals 
occur,  the  gaining  facility  quite  frequently  does  not  accept  the  transferring 
facility's  evaluation,  triggering  yet  another  round  of  tests.  These  negative 
experiences  drive  prospective  patients  away  from  the  MTFs.  CHAMPUS 
forms  are  difficult  to  fill  out  and  when  not  completed  properly,  result  in 
secondary  or  tertiary  submissions  and  thus  delayed  reimbursements. 
Denials  of  claims  are  cold  and  insensitive  and  frequently  do  not  contain  an 
adequate  explanation  of  the  reasons  for  denial.  Finally,  it  is  often  difficult 
for  the  patient  to  reach  his  provider  for  questions  on  follow-up  care,  or  his 
fiscal  intermediary  for  questions  on  claims  reimbursement. 
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Recommendations:  Support  state-of-the-art  appointment,  scheduling  and 
telephone  systems  in  MTFs;  streamline  CHAMPUS  claims  processing  and 
standardize  claims  forms;  accept  cross  service  referrals;  and  introduce  more 
sensitivity  in  communications  between  the  patient,  provider  and  the  fiscal 
intermediary 

Readiness   Considerations 

Military  Health  Service  System  (MHSS) 

The  MHSS  plays  an  integral  part  in  ensuring  the  Department  of  Defense  is 
able  to  perform  its  primary  mission  of  protecting  the  national  interest  and 
the  national  security  of  the  United  States.  The  MHSS  mission  to  ensure  that 
men  and  women  in  the  Armed  Forces  are  able  to  receive  the  highest  quahty 
health  care  available  must  remain  imchaUenged.  Adjunct  to  the  MHSS 
mission  of  providing  direct  care  to  the  active  duty  member  is  ensuring 
resources  remain  available  to  ensure  aU  other  DoD  beneficiaries  continue 
to  have  access  to  quality  health  care.  To  do  otherwise  would  have  a  rapid 
and  adverse  impact  on  the  morale  and  retention  programs  of  the  active 
duty  force. 

An  integral  part  of  the  Defense  mission  is  miUtary  medical  readiness.  The 
military  health  care  professionals  are  not  only  responsible  for  assuring  that 
American  service  members  receive  quality  care  imder  peacetime 
conditions,  but  also  under  the  most  severe  combat  circumstances.  They 
cannot  hone  their  skills  to  the  extent  required  in  combat  by  treating  the 
relatively  young,  healthy  service  members.  On  the  contrary,  to  maintain  a 
viable,  mission-ready,  uniformed  medical  corps,  the  providers  must  have 
access  to  a  wide  range  of  patients  both  young  and  old  who  will  present 
them  comphcated  medical  challenges  comparable  to  those  encoimtered  in 
the  combat  environment. 

Recommendation :  The  MHSS  should  remain  a  viable  entity  ensuring 
members,  retired  members  of  the  uniformed  services,  their  dependents  and 
their  survivors  continue  to  have  access  to  quality  health  care  under  the 
health  care  delivery  system  of  the  uniformed  services  regardless  of  age  or 
the  health  care  status  of  the  beneficiary  seeking  health  care. 

Department  of  Veterans'  Affairs  Health  Administration  (VHA) 

The  Department  of  Veterans'  Affairs  Health  Administration  plays  a  imique  and 
often  unheralded  role  in  direct  support  of  the  Military  Health  Service  Systems^ 
mission.  The  VHA  is  reUed  upon  by  the  MHSS  to  treat  and  rehabihtate  the  most 
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severely  injurfed  men  and  women  of  the  Armed  Services.  The  VHA  excels  in  the 
following  areas:  Spinal  Cord  Injury,  Blinded  Rehabilitation,  Prosthetics 
Research,  Development  and  deUvery,  long  term  psychiatric  care.  Post  Traumatic 
Stress  Syndrome  (PTSD),  Vocational  Rehabilitation,  and  Brain  Trauma  units. 
"Skilled  clinicians  providing  these  services  are  not  available  in  the  MHSS  direct 
care  system.  The  VHA  is  also  tasked  to  provide  a  surge  capabihty  for  the  MHSS 
during  times  of  conflict  by  ensuring  additional  hospital  beds  and  health  care 
professionals  necessary  to  care  for  casualties  requiring  care  are  available  as  in 
needed. 

Recom  men  dation :  Ensure  the  VHA  not  be  integrated  into  a  monolithic  federal 
health  care  agency.  To  do  otherwise  could  well  degrade  the  VHA's  abihty  to 
provide  adjunct  support  of  the  MHSS  or  to  meet  its  Congressionally  mandated 
mission. 
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Thursday,  May  6,  1993. 

AMERICAN  FEDERATION  OF  GOVERNMENT  EMPLOYEES 

(AFL-CIO) 

WITNESS 

JOHN  N.  STURDIVANT,  NATIONAL  PRESIDENT,  AMERICAN  FEDERATION 
OF  GOVERNMENT  EMPLOYEES  (AFL-CIO) 

Introduction 

Mr.  MuRTHA.  The  next  witness  is  Mr.  John  Sturdivant  of  the 
American  Federation  of  Government  Employees. 
Mr.  Sturdivant. 

Statement  of  Mr.  Sturdivant 

Mr.  Sturdivant.  Thank  you,  Mr.  Chairman. 

I  am  John  Sturdivant,  President  of  the  AFGE.  My  union  repre- 
sents over  700,000  Federal  employees,  300,000  of  which  work  in  the 
Department  of  Defense. 

First,  let  me  thank  you  for  my  annual  five  minutes.  Let  me  say 
that  based  on  the  responsiveness  that  you  have  shown,  Mr.  Chair- 
man, this  five  minutes  is  more  productive  for  our  members  than  a 
lot  of  other  time  I  spend  up  here  with  a  lot  of  other  people. 

I  noticed  this  morning  that  Members  of  the  Appropriations  Com- 
mittee were  raising  questions  about  the  administration  recommen- 
dations on  where  to  cut,  and  I  thought  I  would  just  bring  these  doc- 
uments for  you  and  your  staff.  These  are  specific  recommendations 
that  we  made  to  the  Clinton  administration  and  sent  to  Mr.  Panet- 
ta  on  specific  areas  of  change  and  reductions,  and  efficiencies  that 
could  be  made  in  the  government  and  in  the  operations. 

I  will  leave  these  with  you,  Mr.  Chairman.  Perhaps  you  will  be  a 
little  more  responsive  than  we  have  gotten  from  people  at  the 
other  end. 

Mr.  Lewis.  You  wouldn't  be  partisan,  would  you? 

Mr.  Sturdivant.  Our  union  is  nonpartisan.  We  look  for  our 
friends  where  we  can  find  them. 

Let  me  say,  Mr.  Chairman,  that  I  did  want  to  point  out  that  one 
of  the  recommendations  is  a  reduction  in  contracting  out.  We  think 
there  are  considerable  savings  that  can  be  made  there.  We  have 
documented  them,  you  have  seen  that  material,  and  we  would  like 
you  to  take  a  closer  look  at  that. 

We  also  want  to  thank  you  for  the  assistance  that  you  provided 
us  in  the  area  of  incentives  and  relocation  and  the  retraining  for 
those  individuals  who  are  being  separated,  who  helped  us  win  the 
Cold  War  and  therefore  should  not  be  cast  upon  the  scrap  heap 
simply  because  they  did  their  jobs  well.  We  thank  you  for  what  you 
did  last  year.  We  want  to  continue  those. 

To  summarize  some  of  my  recommendations,  we  think  fiscal  year 
1994  appropriations  for  payments  to  subcontractors  should  be  re- 
duced by  10  percent,  which  would  save  approximately  $10  million. 
We  would  terminate  all  A-76  studies  during  the  period  of  downsiz- 
ing. 
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We  are  continuing  support  for  extended  health  benefits  and  sepa- 
ration incentives  for  Federal  employees  adversely  affected  by  base 
closures.  We  would  ask  you  to  continue  to  fund  job  placement 
training  and  relocation  programs  for  displaced  DOD  civilian  em- 
ployees. 

In  my  testimony,  we  talk  about  reducing  the  number  of  AGR  po- 
sitions, but  on  further  thought  we  ought  to  eliminate  that  program, 
period.  There  are  a  lot  of  savings  there. 

We  would  include  report  language  that  requires  the  Air  Force  to 
defer  the  applicability  of  the  high-year  tenure  program  to  Air  Re- 
serve technicians  until  a  detailed  report  is  submitted  on  additive 
costs  and  impacts  of  the  program,  and  we  would  mandate  adequate 
civilian  staffing  for  DOD  fire-fighting  units  in  accordance  with 
NFPA  recommendations  and  as  a  critical  core  function. 

Mr.  Chairman,  I  appreciate  the  opportunity  to  appear  before  you 
to  submit  our  recommendations.  If  you  have  questions,  I  will  try  to 
answer  them. 

Mr.  MuRTHA.  We  appreciate  your  valued  recommendations  and 
advice.  We  have  always  worked  closely  with  you.  We  will  look  at 
your  testimony  carefully.  Whenever  you  come  to  us  we  try  to  address 
the  problem  that  you  are  interested  in  and  take  care  of  it. 

Thank  you  very  much,  John. 

[The  statement  of  Mr.  Sturdivant  follows:] 
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Mr.  Chairman  and  Subcommittee  members,  my  name  is  John  N.  Sturdiv£uit.  I  am  National 
President  of  the  American  Federation  of  Government  Employees  (AFGE),  AFL-CIO.  My  union 
represents  over  700,0CX)  government  workers  nationwide,  of  which  300,000  work  in  thie 
Department  of  Defense  (DOD).  I  thank  you  for  the  opportunity  to  testify  on  the  FY  1994 
Appropriatkvis  Bill  for  the  Department  of  Defense. 

There  are  many  important  issues  affecting  our  DOD  employees  which  the  Appropriations 
Committee  will  consider.  I  will  limit  may  statement  today  to  those  issues  which  we  deem  to  be 
of  greatest  importance:  contracting  out;  the  impact  of  DOD  base  closures:  issues  relating  to 
civilian  technk»ans;  and  adequate  staffing  levels  for  DOD  fire  fighting  units. 

CONTRACTING  OUT 

As  you  know,  AFGE  has  been  critical  of  the  DOD  contracting  out  program  as  conducted 
under  0MB  Circular  A-76.  We  want  to  wholeheartedly  commend  the  Committee  for  your  support 
on  this  issue.  As  a  further  step  on  this  subject,  AFGE  urges  that  all  A-76  contracting  out  studies 
t>e  terminated  during  the  perkxl  of  DOD  downsizing.  The  rationale  supporting  this  position  is 
evident.  Contracting  out  studies  during  this  turbulent  period  greatly  complkate  the  DOD 
employee  placement  effort.  By  conducting  these  studies  during  a  substantial  drawdown,  the 
number  of  available  positions  is  not  only  reduced,  but  many  employees  could  be  moved  from 
closing  base  one  year,  only  to  have  that  job  contracted  out  the  next  year.  The  dollar  costs  and 
the  human  costs  in  these  situations  are  obvious,  tragic,  and  avoidable. 

Based  upon  impacts  on  federal  employee  pay  in  the  President's  Budget  for  1 994,  we  are 
also  recommending  that  the  Congress  impose  a  10%  reduction  of  service  contract  dollars  for 
1994.  Our  position  on  this  issue  is  that  if  federal  employee  pay  is  to  be  frozen,  and  thereby 
reduced,  then  service  contractor  payments,  an  alternate  form  of  labor  costs,  should  also  be 
reduced.    The  basic  premise  in  this  case  is  that  if  we  reduce  one  set  of  labor  costs  (federal 
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employee  pay),  then  we  should  also  reduce  the  alternative  \ahoT  costs  (service  contractor 
payments).  Based  upon  0MB  estimate  of  annual  service  contract  payments  ($103  billion),  a  10% 
reduction  in  FY  1994  service  contract  payments  would  result  in  a  $10.3  billion  savings. 

IMPACT  OF  DOD  BASE  CLOSURES 

Mr.  Chairman,  AFGE  supports  development  of  a  comprehensive  economic  conversion 
effort  during  the  base  closure  and  realignment  process.  Directly  related  to  installation  closures 
and  reductions,  we  strongly  urge  continued  funding  for  job  placement,  retraining,  education,  and 
relocation.  In  addition,  health  care  for  displaced  civilian  employees  is  an  important  issue  during 
DOD  downsizing.  We  are  extremely  appreciative  of  last  year's  Congressional  action  to  extend 
health  care  coverage  to  displaced  DOD  employees  for  18  months  after  a  reduction.  Concerning 
separation  incentives  to  displaced  DOD  employees,  we  also  appreciate  the  action  taken  by 
Congress  to  provide  to  $25,000  in  separation  incentives.  Although  we  are  in  the  initial  period  of 
offering  these  separation  incentives,  early  indications  are  that  they  will  significantly  reduce  the 
number  of  federal  employees  who  are  involuntarily  separated.  The  value  of  this  provision  is  that 
it  offers  an  incentive  for  more  senior  employees  to  retire  with  dignity  and  also  allows  younger 
DOD  employees  to  continue  their  federal  careers. 

CIVIUAN  TECHNICIANS 

I  would  also  like  to  speak  about  the  problems  faced  by  civilian  technicians  in  the  National 
Guard  and  Reserve  Components.  Despite  these  years  of  budget  restrain,  military  managers 
continue  to  request  increased  appropriations  for  the  more  costly,  less  efficient  active  duty  guard 
and  reserve  members  (AGRs).  We  urge  the  Committee  to  decrease  funding  for  the  AGR  program 
and  to  increase  funding  for  the  more  economically  efficient  civilian  technician. 
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In  addition,  the  Air  Force  continues  to  attempt  to  implement  a  policy  change  that  will  have 
severe  negative  impact  upon  Air  Reserve  Technicians  (ARTs)  in  the  Air  Force  Reserve.  This 
change,  called  the  High  Year  Tenure  (HYT)  Program,  will  force  many  Air  Reserve  Technicians 
out  of  their  civil  service  positions  because  they  have  reached  age  55  and  have  33  years  of 
militeuy  service.  Our  concerns  with  the  directive  change  are:  (1)  that  it  was  implemented  without 
any  recognition  of  the  significant  contribution  that  these  senior  ARTs  make  to  Reserve  unit 
readiness;  and  (2)  there  was  no  analysis  of  the  substantial  costs  that  are  generated  by  this 
change.  Conceming  the  contribution  that  ARTs  meike  to  Reserve  units,  many  of  the  technicians 
that  will  be  removed  by  this  change  were  deployed  for  Operation  Shield/Storm.  In  reference  to 
increased  costs,  these  technicians  will  be  mandatorily  retired  between  age  55  and  60  and  then 
replaced  by  another  technician.  As  a  result,  the  Air  Force  is  unnecessarily  incurring  the 
retirement  cost  and  the  replacement  salary  cost  for  each  ART  being  forced  out  due  to  reaching 
age  55. 

Based  on  the  information  gathered  to  date  on  this  change,  it  appears  to  be  excessively 
costly  as  well  as  to  t>e  based  on  age  discrimination.  In  order  to  insure  that  the  Air  Force  Reserve 
High  Year  Tenure  Program  is  not  implemented  without  appropriate  oversight,  AFGE  requests  that 
the  Subcommittee  include  language  that  requires  ttie  Air  Force  Reserve,  to  submit  detailed 
information  conceming  additive  costs  of  ttie  HYT  program  change  and  wtiether  the  change  was 
in  any  based  upon  documented  information  that  ARTs  over  age  55  were  not  contributing  to  ttie 
mission  readiness  status  of  their  units.  Pending  submission  of  this  information  by  the  Air  Force 
Reserve,  applicability  of  the  High  Year  Tenure  Program  to  Air  Reserve  Technicians  should  be 
deferred. 
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DOD  HRE  HGHTER  STAFFING  LEVELS 

As  DOD  reductbns  continue,  an  alarming  trend  is  being  noted  in  the  staffing  levels  for  fire 
fighter  units  and  crews.  Time  after  time,  we  receive  reports  that  fire  departments  at  DOD 
installations  are  understaffed  for  these  essential  duties.  Additionally,  at  many  bases  military 
members  are  being  assigned  to  fill  civilian  positions  that  have  t)een  frozen  or  eliminated  due  to 
budgetary  reductions.  Fire  protection  and  prevention  are  critical  core  functions  arKJ  when  fire 
departments  are  not  staffed  in  accordance  with  National  Fire  Protection  Association  (NFPA) 
recommendations,  both  fire  fighters  and  the  public  are  at  risk  and  the  integrity  of  public  property 
is  threatened. 

CONCLUSION 

I  will  summarize  our  request  to  the  Committee  as  follows: 

1.  Reduce  FY  1994  appropriations  for  payments  to  service  contractors  by 
10%. 

2.  Terminate  all  A-76  studies  during  the  period  of  DOD  downsizing. 

3.  Continue  support  for  extended  health  benefits  and  separation  incentives  for 
federal  employees  adversely  impacted  by  DOD  beise  closures. 

4.  Fund  job  placement,  training,  and  relocation  programs  for  displaced  DOD 
civilian  employees. 

5.  Reduce  the  numt>er  of  AGR  positions. 

6.  Include  report  language  that  requires  the  Air  Force  Reserve  to  defer 
applicability  of  the  High  Year  Tenure  Program  to  Air  Reserve  Technicians 
until  a  detailed  report  is  submitted  on  additive  costs  and  readiness  impacts 
of  the  High  Year  Tenure  Program. 
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7.         Mandate  adequate  civitian  staffing  for  DOD  firefighting  units  in  accordance 
with  NFPA  recommendations  and  as  a  critical,  core  function. 
Mr.  Ctiairman,  I  appreciate  the  opportunity  to  present  this  statement  and  I  would  be 
pleased  to  respond  to  any  questions. 
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Thursday,  May  6,  1993. 
DEFENSE  PROJECTS  IN  CENTRAL  NEW  YORK 

WITNESS 

HON.  JAMES  T.  WALSH,  A  REPRESENTATIVE  IN  CONGRESS  FROM  THE 
STATE  OF  NEW  YORK 

Introduction 

Mr.  MuRTHA.  Our  next  witness  is  the  Honorable  James  T.  Walsh, 
a  member  of  the  House  Appropriations  Committee  from  the  State 
of  New  York. 

Mr.  Walsh. 

Statement  of  Mr.  Walsh 

Mr.  Walsh.  Mr.  Chairman,  thank  you  very  much  for  giving  me 
this  opportunity,  and  distinguished  Members  of  the  Committee, 
thank  you  for  your  time. 

I  would  like  to  advocate  on  behalf  of  several  vital  defense-related 
projects,  the  Hawk  radar  system,  the  BSY-2  combat  system,  SSTD 
1  and  2  ship  defense. 

The  Iraq-Kuwait  conflict  is  a  clear  example  of  the  potential 
threat  of  a  Third  World  conflict  arising.  Now  looking  at  Bosnia  and 
the  unrest  in  Sarajevo  as  well  as  in  the  Middle  East,  I  feel  that  it  is 
imperative  that  we  continue  to  develop  highly  innovative  technolo- 
gy- 

These  examples  dictate  that  we  continue  to  develop  a  very  strong 
national  security.  Defense  companies  like  Martin  Marietta,  Gener- 
al Electric  and  Grumman  and  others  have  taken  the  lead  in  devel- 
oping advanced  technology,  particularly  in  the  area  of  highly  tech- 
nical radar  systems  used  above  and  below  the  earth's  surface. 

BSY-2  provides  the  Seawolf  and  Centurion  submarines  with  the 
most  advanced  integrative  radar  combat  system.  When  completed, 
the  BSY-2  will  represent  the  largest  long-distance  link  to  all  land, 
air  and  sea  technology.  The  first  ship  delivery  date  is  scheduled  for 
February  1995,  with  subsequent  deliveries  in  1995  and  1996. 

The  TPS-59  Hawk  radar  is  a  mobile  tactical  force  which  can 
defend  itself  against  low-flying  aircraft  and  theater  tactical  ballis- 
tic missiles.  This  land-based  radar  system  will  be  instrumental  in 
targeting  new  onslaught  development  Scuds  by  Third  World  na- 
tions. The  project  is  funded  primarily  out  of  the  Strategic  Defense 
Initiative  organization. 

The  continued  development  of  SSTD  1  and  2  is  imperative  to  our 
submarine  defense.  In  Third  World  trouble  spots,  this  technology 
will  enable  Naval  and  Marine  forces  to  track  and  communicate 
from  land  to  sea.  After  intensified  testing  of  the  SSTD  by  U.S.  and 
U.K.,  the  Navy  program  is  ready  for  development. 

I  am  supportive  of  a  strong  national  defense  and  would  like  to 
see  continued  development  of  these  particular  projects.  I  would 
always  like  to  go  on  record  in  support  of  providing  initial  funding 
for  upgrades  of  REDCAP,  better  known  as  our  umbrella  radar  de- 
fense. Further  development  of  REDCAP  will  establish  an  integra- 
tion uplink  to  all  advanced  defense  technology. 
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I  favor  increased  funding  for  the  F-14A  reengining  and  the  X/M 
291  advanced  tank  cannon  system  that  incorporates  technology  to 
achieve  new  highs  in  gun  performance. 

Mr.  Chairman,  I  appreciate  the  opportunity  to  appear  before  this 
panel  today.  Funding  for  these  programs  will  net  approximately 
1500  jobs  in  Central  New  York,  my  region  of  the  country.  I  hope 
that  your  Committee  will  consider  funding  these  projects  that  are 
vital  to  the  welfare  of  our  entire  country. 

I  have  submitted  technical  data  for  the  record,  and  also  ask  that 
my  statement  appear  in  the  record. 

Mr.  MuRTHA.  Your  statement  will  appear  in  the  record. 

We  appreciate  your  appearing  before  the  Committee. 

Two  areas  we  are  particularly  concerned  with  are  ship  defense, 
and,  of  course,  we  look  at  all  the  areas  you  mentioned  very  careful- 
ly. We  appreciate  the  impact  on  the  district  but  also  the  impor- 
tance of  national  defense. 

We  appreciate  very  much  your  coming  before  the  Committee. 

Mr.  Walsh.  We  appreciate  what  you  do,  and  Members  of  this 
Committee,  sir,  to  safeguard  our  national  defense. 

[The  statement  of  Mr.  Walsh  follows:] 
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Mr.  Chairman,  I  would  like  to  advocate  for  several  vital  defense 
related  projects  within  Central  New  York.   The  Hawk  Radar,  BUSY  2 
Combat  System,  SSTD  1&2  Ship  Defense. 

The  potential  third  world  conflict  scenario  dictates  that  we 
continue  to  develop  high  level  advanced  technology.   Defense 
companies  like  Martin  Marietta,  General  Electric  have  taken  the 
lead  in  developing  advanced  technology  in  the  area  of  ocean  and 
radar  systems. 

The  BSY-2  provides  the  Seawolf  and  Centurion  with  an  advanced, 
distributive  high  performance  combat  system.   When  completed  the 
BSY  2  will  represent  the  largest  real  time  development  in  the  US 
and  will  advance  the  technical  state-of-the  art  equipment  in  this 
area.   The  first  ship  delivery  date  is  scheduled  for  February 
1995  with  subsequent  deliveries  in  late  1995  and  1996. 


The  TPS  59  Hawk  Radar  is  a  mobile  tactical  force  which  can  defend 
itself  against  low  flying  aircrafts  and  theater  tactical 
ballistic  missiles  such  as  scud  and  their  successors.   The  TPS  59 
Solid  State  Hawk  Radar,  I'm  proud  to  say  was  invented  in 
Syracuse.   This  project  is  funded  primarily  out  of  the  Strategic 
Defense  Initiative  Organization,  SDIO. 
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Development  of  the  SSTD  program  enables  carriers,  non-combatants 
and  combatants  to  deploy  and  operate  in  the  sea/ land  continuum. 
In  a  joint  effort  with  the  United  Kingdom  we  have  been  able  to 
conduct  extensive  risk  mitigation  testing.   This  program  is  now 
ready  to  move  into  the  development  stages. 

I  am  supportive  of  a  strong  defense  and  would  like  to  see  the 
continued  development  of  these  projects.   Bringing  these  programs 
to  fruition  will  only  enhance  our  national  security. 

I  would  also  like  to  go  on  record  in  support  of  providing 
additional  funding  foe  upgrades  of  REDCAP,  the  real-time 
electromagnetic  digitally  controlled  analyzer  and  processor  and 
to  support  increased  funding  for  re-engining  of  the  F-14A.  Also, 
the  XM291  Advanced  Tank  Cannon  System  is  an  important  project 
that  incorporates  advanced  technology  to  achieve  new  highs  in  gun 
performance.   This  120mm  gun  in  an  M-1A2  tank  is  adaptable, 
flexible  and  lethal  and  is  deserving  of  additional  funding. 

I  appreciate  the  opportunity  to  appear  before  this  panel  today. 
Funding  for  these  programs  will  net  approximately  1500  jobs  in 
Central  New  York  region.   I  hope  that  your  subcommittee  will 
consider  funding  these  projects  that  are  such  a  major  importance 
to  the  defense  infrastructure  of  New  York  State. 
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Thursday,  May  6,  1993. 

THE  EXPERIMENTAL  PROGRAM  TO  STIMULATE 
COMPETITIVE  RESEARCH  (EPSCoR) 

WITNESS 

DR.  KERRY  DAVIDSON,  DEPUTY  COMMISSIONER,  ACADEMIC  AFFAIRS 
AND  SPONSORED  PROGRAMS,  BOARD  OF  REGENTS  OF  THE  STATE  OF 
LOUISIANA 

Introduction 

Mr.  MuRTHA.  The  next  witness  is  Dr.  Kerry  Davidson  represent- 
ing the  Experimental  Program  to  Stimulate  Competitive  Research 
(SPSCoR). 

Dr.  Davidson. 

Mr.  Livingston.  Mr.  Chairman,  I  want  to  go  on  record  as  wel- 
coming Dr.  Kerry  Davidson,  the  Deputy  Commissioner  of  Academic 
Affairs  and  Sponsored  Programs  of  the  Board  of  Regents  of  the 
State  of  Louisiana.  Dr.  Davidson  is  here  in  support  of  EPSCoR. 

This  Committee  has  been  on  record  supporting  EPSCoR  for  a 
number  of  years.  It  is  an  acronym  for  Experimental  Program  to 
Simulate  Competitive  Research.  I  understand  that  Dr.  Davidson  is 
here  not  only  to  testify  on  behalf  of  Louisiana,  but  on  behalf  of  all 
of  the  19  States  that  participate  in  EPSCoR  and  the  Coalition  of 
EPSCoR  States. 

We  think  it  is  very  important  to  spread  the  interest  of  the 
United  States  Government  to  colleges  of  all  sizes  and  shapes 
around  the  country,  and  to  promote  the  diversity  of  investment 
and  research  throughout  this  country.  Dr.  Davidson  will  amplify 
those  remarks. 

Welcome,  Dr.  Davidson. 

Mr.  MuRTHA.  Let  me  say  this,  you  don't  have  any  better  support- 
er in  Congress  and  you  couldn't  have  a  better  supporter  than  Bob 
Livingston.  He  understands  the  diversity  of  our  colleges,  and  the 
importance  of  the  scientific  work  being  done  on  national  defense. 
We  appreciate  his  continued  emphasis  on  EPSCoR  and  programs 
like  that. 

Statement  of  Dr.  Davidson 

Dr.  Davidson.  I  am  glad  to  give  him  my  five  minutes,  Mr.  Chair- 
man. Let  me  begin  by  expressing  my  appreciation  for  the  support 
you  and  the  Members  of  the  Committee  have  given  to  establish- 
ing a  EPSCoR  program  within  DOD,  Representative  Livingston's 
leadership  is  particularly  appreciated. 

The  EPSCoR  program  seeks  to  broaden  participation  in  the  Fed- 
erally funded  research  initiatives  that  ensure  this  country's  techno- 
logical leadership  and  that  are  the  result  of  a  highly  productive 
partnership  among  government,  industry  and  academic  institu- 
tions. The  future  economic  development  of  the  United  States  as 
well  as  our  defense  preparedness,  depends  upon  building  a  truly 
national  scientific  and  technical  infrastructure  to  meet  the  chal- 
lenges of  the  next  century. 
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One  serious  impediment  to  future  growth  in  our  national  re- 
search effort  is  that  it  is  not  truly  national;  rather,  the  bulk  of  Fed- 
eral support  for  research  is  actually  limited  to  certain  areas  of  the 
country.  This  disparity  limits  educational  achievement  and  eco- 
nomic development  in  regions  such  as  the  mid-South,  and  is  coun- 
terproductive to  the  full  utilization  of  our  potential  resources. 

EPSCoR  was  developed  by  the  National  Science  Foundation  as  a 
program  to  assist  States  that  have  fared  less  well  in  winning  com- 
petition for  Federal  research  funds.  The  State-based  nature  of 
EPSCoR  directly  responds  to  concerns  about  the  concentration  of 
research  in  a  small  number  of  institutions  in  a  way  that  institu- 
tional programs  such  as  DOD's  university  research  initiative  does 
not. 

The  advantages  of  the  EPSCoR  approach  include  encouraging  co- 
operative efforts  among  universities  and  states  with  limited  re- 
sources, developing  a  broad  base  of  research  scientists  with  exper- 
tise related  to  an  agency's  mission,  and  providing  a  critical  mass 
around  which  a  State's  scientific  enterprise  can  develop. 

Because  it  requires  the  institutions  of  a  state  to  work  together  in 
an  unprecedented  way  to  improve  the  state's  future  in  science  and 
engineering  research,  our  universities  in  Louisiana  are  finding 
that,  in  contrast  to  their  previously  competitive  relationships,  this 
cooperation  makes  them  much  more  effective  in  achieving  their  re- 
search goals. 

Thanks  to  this  Committee's  foresight,  the  Defense  Department 
w£is  directed  to  establish  an  EPSCoR  program.  Following  several 
false  starts,  the  DOD  has  issued  two  broad  agency  announcements 
for  what  it  calls  DEPSCoR.  We  understand  that  the  department  is 
planning  to  use  the  $12  million  appropriated  for  fiscal  year  1993  to 
support  a  full-blown,  merit-based  grants  competition  based  on  the 
NSF  EPSCoR  model. 

The  Coalition  respectfully  recommends  to  the  Committee  to  ap- 
propriate $20  million  for  DEPSCoR  in  fiscal  year  1994.  This  level  of 
funding  will  allow  DOD  to  continue  to  support  those  states  award- 
ed implementation  grants  from  the  fiscal  year  1993  appropriations 
and  to  fund  new  awards  based  on  subsequent  competition. 

We  believe  the  objectives  of  these  grants  should  be  to  provide 
funding  for  collaborative  planning  activities  between  defense  pro- 
grams and  laboratory  personnel  in  State  EPSCoR  committees,  in- 
frastructure development  and  research  in  order  to  assist  EPSCoR 
States  to  become  more  competitive  for  regular  DOD  research  and 
training  grants. 

We  urge  the  Committee  to  continue  to  insist  that  the  department 
base  its  DEPSCoR  program  on  the  proven  model  developed  by  the 
National  Science  Foundation  and  the  States  designated  by  NSF  as 
eligible  to  participate  in  EPSCoR  be  included. 

Let  me  conclude  with  a  quick  observation  why  EPSCoR  really 
matters.  Those  of  us  involved  in  higher  education  often  act  as  if  we 
think  academic  research  is  merely  an  end  in  itself,  but  it  is  not. 

President  Clinton's  program  emphasizes  scientific  research  be- 
cause he  knows  that  research  leads  to  the  commercialization  of 
products  and  processes,  that  in  turn  creates  high-wage,  high-skill 
jobs.  This  country  needs  EPSCoR  to  stimulate  research  and  gener- 
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ate  those  jobs  in  States  such  as  Louisiana  which  have  lagged 
behind  the  rest  of  the  country. 

I  look  forward  to  working  with  you  and  officials  from  the  De- 
fense Department  to  implement  an  effective  DEPSCoR  program. 

Thank  you  very  much. 

Mr.  MuRTHA.  It  is  gratifying  to  hear  you  compliment  the  Commit- 
tee, because  we  agonize  over  where  the  money  should  go  to  do  the 
most  good  for  universities  all  over  the  country.  To  hear  you  talk 
about  how  successful  it  has  been  in  the  broadest  sense  is  very 
gratifying  to  me  and  to  the  Committee. 

We  appreciate  your  coming  before  the  Committee,  and  we  will  do 
everything  we  can  to  see  that  your  program  is  funded. 

The  Committee  will  adjourn  until  1:30  this  afternoon. 

[The  statement  of  Dr.  Davidson  follows:] 


609 


TESTIMONY  OF  DR.  KERRY  DAVIDSON 

DEPUTY  COMMISSIONER,  ACADEMIC  AFFAIRS  AND  SPONSORED  PROGRAMS 

BOARD  OF  REGENTS  OF  THE  STATE  OF  LOUISIANA 

ON  BEHALF  OF  THE  COALITION  OF  EPSCOR  STATES 

SUBCOMMITTEE  ON  DEFENSE  APPROPRIATIONS 

U.S.  HOUSE  OF  REPRESENTATIVES 

THURSDAY,  MAY  6,  1993 


Mr.  Chairman: 

I  am  Kerry  Davidson,  Deputy  Commissioner  of  Academic  Affairs  and  Sponsored 
Programs  of  Board  of  Regents  of  the  State  of  Louisiana.    It  is  a  pleasure  to  have  this 
opportunity  to  appear  before  the  Subcommittee  on  Defense  Appropriations  in  support  of 
BPSCoR  —  the  Experimental  Program  to  Stimulate  Competitive  Research.   This  morning  I 
am  testifying  on  behalf  of  the  nineteen  states'  that  participate  in  EPSCoR. 

Let  me  begin  by  expressing  my  appreciation  for  the  support  you  and  the  members  of 
the  Subcommittee  have  given  to  establishing  an  EPSCoR  program  within  the  Department  of 
Defense.   The  EPSCoR  program  seeks  to  broaden  participation  in  the  federally  funded 
research  initiatives  that  ensure  this  country's  technological  leadership  and  that  are  the  result 
of  a  highly  productive  partnership  among  government,  industry,  and  academic  institutions. 
The  future  economic  development  of  the  United  States,  as  well  as  our  defense  preparedness, 
depends  upon  building  a  truly  national  scientific  and  technical  infrastructure  to  meet  the 
challenges  of  the  next  century. 

One  serious  impediment  to  future  growth  in  our  national  research  effort  is  that  it  is 
not  truly  national;  rather,  the  bulk  of  federal  support  for  research  is  actually  limited  to 
certain  areas  of  the  country.    In  FY  1990  ten  universities  received  nearly  one-quarter  of  all 
federal  funding  for  academic  research  while  the  eighteen  states  eligible  to  participate  in 
EPSCoR  received  only  about  six  percent.   This  disparity  limits  educational  achievement  and 
economic  development  in  regions  such  as  the  mid-South  and  is  counterproductive  to  the  full 
utilization  of  our  potential  resources. 

EPSCoR  was  developed  by  the  National  Science  Foundation  as  a  program  to  assist 
states  that  have  fared  less  well  in  winning  federal  research  funds  to  build  the  capacities  of 
their  universities  to  succeed  in  national  research  competitions.   Employing  the  merit  review 
system  for  research  proposals,  its  objective  is  to  broaden  the  nation's  base  of  high-quality 
science  and  technology  by  effecting  lasting  improvements  in  the  quality  and  capability  of 


'   Alabama,  Arkansas,  Idaho,  Kansas,  Kentucky,  Louisiana,  Maine,  Mississippi, 
Montana,  Nebraska,  Nevada,  North  Dakota,  Oklahoma,  South  Carolina,  South  Dakota, 
Vermont,  West  Virginia,  Wyoming,  and  the  Commonwealth  of  Puerto  Rico. 
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research  and  training  in  these  fields  in  the  less-competitive  states  such  as  Louisiana. 

A  key  goal  of  all  EPSCoR  programs  is  to  improve  competitive  research  capacity  by 
providing  limited  amounts  of  direct  research  support  for  which  scientists  in  the  designated 
states  can  compete  on  the  basis  of  merit.   The  assumption  is  that  the  experience  gained  from 
competing  in  a  merit  review  process  and  successfully  completing  a  research  protocol  at  a 
mission  agency  will  enable  many  of  these  scientists  to  compete  more  successfully  in  the 
regular  research  programs  of  the  participating  federal  agencies,  thereby  raising  the  overall 
level  of  support  for  these  programs. 

In  practice,  merit  review  comes  into  play  at  several  points  in  the  EPSCoR  process. 
First,  each  state  has  an  EPSCoR  committee  which  conducts  a  competition  to  determine  which 
research  projects  will  be  included  in  the  package  to  be  submitted  to  an  EPSCoR  program. 
Next,  the  federal  agencies  sponsoring  the  program  peer  reviews  each  of  the  individual 
research  proposals  submitted  as  part  of  a  state  package  and  then  uses  the  cumulative  results 
to  rank  the  various  state  proposals.   This  ranking  determines  which  state  proposals  are  to  be 
funded.    Finally,  an  agency  can  use  the  reviews  to  modify  or  even  delete  particular  projects 
from  a  successful  state's  package. 

The  state-based  nature  of  EPSCoR  directly  responds  to  concerns  about  the 
concentration  of  research  in  a  small  number  of  institutions  in  a  way  that  institutional 
programs,  such  as  DoD's  University  Research  Initiative  and  NIH's  Academic  Research 
Enhancement  Awards  do  not.   Other  advantages  include  encouraging  cooperative  efforts 
among  universities  in  states  with  limited  resources,  developing  a  broad  base  of  research 
scientists  with  expertise  related  to  an  agency's  mission,  and  providing  a  critical  mass  around 
which  a  state's  scientific  enterprise  can  develop. 

If  properly  implemented,  the  EPSCoR  approach  preserves  the  integrity  of  the 
scientific  research  process  by  using  competitive  merit  review.   EPSCoR  succeeds  because  it 
focuses  the  attention  of  state  government  officials,  universities,  and  the  private  sector  on  self- 
improvement  in  scientific  research  and  education.   Other  benefits  are  that  it  leverages  the 
federal  investment  by  attracting  state,  commercial,  and  institutional  support  of  EPSCoR 
research  activities  and  that  it  promotes  cooperation  and  effective  use  of  resources  among  the 
research  institutions  within  the  EPSCoR  states. 

Mr.  Chairman,  let  me  stress  this  last  point  because  it  so  illustrates  one  of  the  essential 
elements  of  this  program.     EPSCoR  requires  the  institutions  of  a  state  to  work  together  in  an 
unprecedented  way  to  improve  the  state's  future  in  science  and  engineering  research.    Our 
universities  are  finding  that,  in  contrast  to  their  previously  competitive  relationships,  this 
cooperation  makes  them  much  more  effective  in  achieving  their  research  goals.   This  pattern 
is  repeated  in  all  the  EPSCoR  states. 

For  these  and  other  reasons  President  Clinton  endorsed  the  EPSCoR  programs  during 
last  fall's  campaign,  saying: 
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"Federal  programs  like  the  Experimental  Program  to  Stimulate  Competitive 
Research  have  helped  researchers  in  smaller  universities  to  more  effectively 
compete  for  federal  research  dollars.   Such  programs  can  help  ensure  that  top- 
flight university  researchers  receive  the  funding  they  deserve,  no  matter  where 
they  work.    In  addition,  they  help  provide  the  breadth  needed  for  a  healthy 
U.S.  technology  base." 

In  response  to  efforts  to  develop  a  systemic,  government- wide  effort  to  broaden  the 
nation's  research  base  utilizing  the  EPSCoR  model.  Congress  has  expanded  the  EPSCoR 
initiative  beyond  the  National  Science  Foundation.   Thanks  to  this  Subcommittee's  foresight 
and  support,  the  Defense  Department  was  directed  by  Congress  to  establish  an  EPSCoR 
program  in  FY  1991.   Additional  EPSCoR  programs  exist  or  are  being  developed  at  the 
Energy  and  Agriculture  Departments  as  well  as  at  NASA,  the  Environmental  Protection 
Agency,  and  the  National  Institutes  of  Health. 

After  several  false  starts,  the  Defense  Department  issued  two  broad  agency 
announcements  for  what  it  calls  "DEPSCoR".   States  eligible  for  DEPSCoR  are  the  19  states 
designated  by  NSF  as  EPSCoR  participants  as  well  as  the  State  of  Missouri.    The 
Department  proposes  to  allocate  $9  million  of  the  FY  1992  appropriation  for  competitive 
instrumentation  grants  to  purchase  equipment  needed  for  DoD-related  research.    These 
proposals  were  due  in  late  April.   The  remaining  $1  million  in  FY  1992  funds  will  support 
state  planning  grants  consistent  with  the  EPSCoR  model  of  assessing  obstacles  to  competitive 
research  within  a  state.    Planning  grant  applications  are  due  at  the  end  of  May,  and  both  sets 
of  awards  should  be  announced  early  this  summer. 

It  is  our  current  understanding  that  the  Department  will  use  the  $12  million  this 
Subcommittee  appropriated  for  FY  1993  to  support  a  full-blown,  merit-based  grants 
competition  based  on  the  NSF-EPSCoR  model  to  implement  these  research  plans.   We  hope 
that  any  such  grants  would  provide  funding  for  collaborative  planning  activities  between  DoD 
program  and  laboratory  personnel  and  state  EPSCoR  committees,  infrastructure  development, 
and  research  in  order  to  assist  EPSCoR  states  to  become  more  competitive  for  regular  DoD 
research  and  training  grants. 

In  keeping  with  President  Clinton's  endorsement  of  EPSCoR,  we  respectfully 
recommend  that  this  Subcommittee  appropriate  $20  million  for  DEPSCoR  in  FY  1994.     This 
level  of  funding  will  allow  DoD  to  continue  to  support  those  states  awarded  implementation 
grants  from  the  FY  1993  appropriation  and  to  fund  new  awards  based  on  a  subsequent 
competition.   In  addition,  we  urge  the  Subcommittee  to  continue  to  insist  that  the  Defense 
Department  to  base  its  DEPSCoR  program  on  the  proven  model  developed  by  the  National 
Science  Foundation  and  that  states  designated  by  NSF  as  eligible  to  participate  in  EPSCoR  be 
included  by  the  Department  in  DEPSCoR. 

By  cooperating  in  the  research  improvement  efforts  underway  in  states  as  widely 
divergent  as  Louisiana,  West  Virginia,  Maine,  and  Wyoming,  the  Defense  Department  can 
receive  a  substantial  return  on  its  R&D  dollars  by  harnessing  the  productivity  of  scientists 
and  engineers  who  have  not  previously  participated  in  defense  programs.   The  Defense 
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DqMutment's  DEPSCoR  program  will  achieve  this  goal  while  training  a  new  generation  of 
young  people  in  science  and  technology  —  a  critical  effort  as  this  country  faces  the  emerging 
economic  and  defense  challenges  of  a  changing  world. 

Mr.  Chairman,  the  Louisiana  EPSCoR  program  is  breaking  new  ground  by  bringing 
together  scientists  and  academics  at  our  state's  research  universities  in  coordinated  efforts  to 
maximize  the  research  opportunities  that  are  important  to  the  future  of  Louisiana  and  the 
nation.   The  Coalition  of  EPSCoR  States  appreciates  your  support  of  this  program  and 
respectfully  requests  an  appropriation  of  $20  million  to  continue  DEPSCoR  in  FY  1994. 

I  look  forward  to  working  with  you  and  officials  from  the  Defense  Department  to 
implement  an  effective  DEPSCoR  program.   Thank  you. 
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Thursday,  May  6,  1993. 
CENTER  FOR  ADVANCED  CONTROL  SYSTEMS 

WITNESSES 

HON.  JOHN  J.  LA  FALCE,  A  REPRESENTATIVE  IN  CONGRESS  FROM  THE 
STATE  OF  NEW  YORK 

HON.  JACK  QUINN,  A  REPRESENTATIVE  IN  CONGRESS  FROM  THE  STATE 
OF  NEW  YORK 

ROBERT  T.  BRADY,  PRESIDENT  AND  CEO,  MOOG,  INC. 

Introduction 

Mr.  MuRTHA.  The  Committee  will  come  to  order.  The  next  wit- 
nesses are  the  Honorable  John  LaFalce  and  the  Honorable  Jack 
Quinn,  members  of  Congress  from  the  State  of  New  York  who  will 
introduce  Mr.  Robert  Brady  for  the  Center  for  Advanced  Control 
Systems. 

We  want  to  welcome  two  of  the  most  influential  Members  of  the 
House  before  this  Committee  and  listen  to  your  words  of  advice. 

Gentlemen. 

Statement  of  Mr.  LaFalce 

Mr.  LaFalce.  To  the  most  influential  Member  of  the  House,  Mr. 
Chairman,  I  would  like  to  thank  you  for  inviting  a  friend  of  mine 
and  a  high  school  classmate  of  mine,  Bob  Brady,  the  Chief  Execu- 
tive Officer  of  Moog,  Inc.,  to  testify  today,  and  for  allowing  me  also 
to  express  my  support  for  something  that  you  personally  did  last 
year,  fund  the  Center  for  Advanced  Control  Systems. 

You  provided  last  year  $3  million  for  this  center.  Mr.  Chairman, 
I  think  this  was  a  very  smart  action  on  your  part,  in  addition  to 
the  fact  that  it  is  an  important  defense  reinvestment  project  in 
Western  New  York. 

There  are  two  issues  I  would  like  to  address.  One  deals  with  the 
issue,  the  $3  million  that  you  appropriated.  That  has  to  do  with  the 
immediate  release  of  this  $3  million. 

I  understand  that  in  testimony  before  you  earlier  this  week,  offi- 
cials from  both  the  Pentagon  and  ARPA,  they  discussed  actions  to 
release  the  fiscal  year  1993  money  for  important  projects  that  Con- 
gress carefully  reviewed  and  specifically  funded.  This  is  one  of 
those  projects  and,  Mr.  Chairman,  I  respectfully  request  that  you 
do  what  I  know  you  will  do,  follow  up  to  insure  these  important 
projects,  especially  Moog's,  are  funded  as  quickly  as  possible. 

Moog  came  to  the  Congress  last  year  with  a  vision  of  defense  re- 
investment that  would  create  new  jobs  in  new  business  areas  and 
protect  the  defense  industrial  base.  In  anticipation  of  the  quick  re- 
lease of  this  $3  million  in  Federal  seed  money 

Mr.  MuRTHA.  Let  me  stop  you  because  we  are  under  severe  time 
constraints.  When  you  gentleman  are  interested  in  something,  we 
are  going  to  take  care  of  it. 

I  appreciate  your  both  coming  before  the  Committee.  We  will  take 
a  hard  look  at  it. 

Mr.  LaFalce.  I  would  like  to  make  on  behalf  of  Moog  an  addi- 
tional request  for  additional  1994  funding  in  the  appropriations 
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bill.  I  think  defense  reinvestment  has  to  be  viewed  as  a  long-term 
partnership  between  industry  and  the  Federal  Grovernment.  For 
these  reasons,  John,  I  ask  you  to  seriously  consider  $10  million  ad- 
ditional requested  to  continue  the  commitment  to  the  center  for  ad- 
vanced control  systems. 

Mr.  MuRTHA.  We  are  working  on  defense  conversion  and  trjring  to 
get  last  year's  money  released. 

The  Secretary  of  Defense  has  been  very  cooperative.  It  is  a  big 
issue  with  him  and  he  is  trying  to  do  everything  he  can. 

I  appreciate  both  of  you  coming  before  the  Committee.  You  can 
be  assured  we  will  pay  particular  attention  because  of  your  inter- 
est. 

[The  statement  of  Mr.  LaFalce  follows:] 
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statement  of  Rep.  John  J.  LaFalce 
May  6,    1993 

I  would  like  to  thank  the  Subcommittee  for  inviting  Bob  Brady, 
chief  executive  officer  of  Moog  Inc.,  to  testify  and  for  allowing 
me  to  also  express  my  support  for  the  Center  for  Advanced  Control 
Systems . 

As  you  know,  the  Subcommittee  provided  $3  million  in  FY  93  for 
this  Center,  which  is  an  important  defense  reinvestment  project  in 
Western  New  York. 

There  are  two  issues  I  would  like  to  address.  First  is  the 
matter  of  the  immediate  release  of  this  $3  million. 

Mr.  Chairman,  I  understand  that  in  testimony  before  you 
earlier  this  week,  officials  from  the  Pentagon's  Advanced  Research 
Projects  Agency  discussed  moving  to  release  FY  93  money  for 
important   projects   that   Congress   carefully   reviewed   and 
specifically  funded. 

Mr.  Chairman,  I  would  respectfully  request  that  you  follow 
this  up  to  insure  that  these  important  projects,  including  Moog's, 
are  funded  as  quickly  as  possible. 

Moog  came  to  the  Congress  last  year  with  a  vision  of  defense 
reinvestment  that  would  create  new  jobs  in  new  business  areas  and 
protect  the  defense  industrial  base. 

In  anticipation  of  the  quick  release  of  this  $3  million  in 
federal  seed  money,  I  am  advised,  the  company  retained  high-wage 
engineers  slated  for  layoff  who  had  developed  control  systems  for 
the  nation's  most  advanced  weapons  systems. 

Unless  these  funds  are  released  soon  and  these  engineers  can 
begin  working  on  promising  new  commercial  applications  of  these 
technologies,  Moog  will  be  forced  to  lay  them  off. 
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That  would  be  tragic. 

In  effect,  the  Pentagon  will  have  added  to  the  unemployment 
remks  instead  of  helping  to  retain  and  create  high-wage  jobs  in 
new,  potential  growth  industries. 

The  second  issue,  Mr.  Chairman,  is  Mr.  Brady's  request  to  the 
Subcommittee  for  FY  94  funding  in  the  DOD  Appropriations  Bill. 

Defense  reinvestment  must  be  viewed  as  a  long-term  partnership 
between  industry  and  the  federal  government,  if  national  security 
is  truly  going  to  be  insured,  U.S.  competitiveness  enhanced  and 
high-wage  jobs  created  in  this  country. 

For  these  reasons,  I  ask  the  Subcommittee  to  seriously 
consider  the  $10  million  requested  to  continue  the  federal 
government's  commitment  to  the  Center  for  Advanced  Control  Systems. 

Thank  you. 
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Mr.  MuRTHA.  Mr.  Quinn. 

Mr.  Quinn.  Thank  you  very  much.  I  associate  myself  with  the 
remarks  of  Mr.  LaFalce. 

It  is  an  honor  to  introduce  Bob  Brady  and  his  staff  to  be  here 
today.  Thank  you  very  much. 

[The  statement  of  Mr.  Quinn  follows:] 
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STATEMENT  OF 

CONGRESSMAN  JACK  QUINN 

BEFORE  THE  HOUSE  APPROPRIATIONS  COMMITTEE 

SUBCOMMITTEE  ON  DEFENSE 

MAY  6,  1993 


Mr.  Chairman,  thank  you  for  the  opportunity  to  appear  before  you  with  my 
distinguished  colleague  from  New  York  and  Bob  Brady,  President  &  CEO  of  Moog  Inc., 
the  leading  industry  in  my  district. 

First  of  all,  I  wish  to  endorse  LaFalce's  request  for  continued  funding  for  the 
Center  for  Advanced  Control  Systems. 

As  President  of  Moog,  Mr.  Brady  has  been  a  leader  in  the  Upstate  New  York 
business  community  in  Hghting  for  a  forward  looking  reinvestment  program.  He  has 
been  instrumental  in  establishing  the  Consortium  for  Upstate  New  York  Defense 
Industrial  Conversion  that  is  comprised  of  industry,  universities  and  other  businesses  in 
the  region. 

At  the  heart  of  the  Consortium  is  the  Centerfor  Advanced  Control  Systems, 
established  by  Moog,  working  with  you  and  your  staff  last  year,  to  ensure  a  robust  R&D 
and  production  base  for  the  critical  technology  of  advanced  control  systems  and  to 
advance  U.S.  economic  competitiveness  in  such  areas  as  robotics,  industrial  automation 
and  environmental  cleanup. 

The  Center  will  also  play  an  important  role  in  the  future  viability  of  the  Upstate 
New  York  economy.  Mr.  Chairman,  I  cannot  overstate  the  importance  of  this  effort  to 
the  region,  and  I  ask  for  your  support  in  continued  funding  in  FY  1994. 

Thank  you. 
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Mr.  MuRTHA.  I  don't  think  it  will  even  be  necessary  for  Mr. 
Brady  to  testify.  Unless  you  have  some  point  that  you  feel  is 
significant  we  will  take  your  testimony,  Mr,  Brady,  and  put  it  into 
the  record. 

Mr.  Brady.  I  have  just  one  point.  If  you  succeed  in  getting  this 
money  released  early,  it  will  be  a  project  that  you  will  be  proud  of. 
We  will  produce  results  that  you  and  your  Committee  will  look 
back  on  fondly  when  you  are  trying  to  decide  how  much  of  this  you 
want  to  do  in  the  future. 

Thank  you,  Mr.  Chairman. 

Mr.  MuRTHA.  I  don't  know  about  early  because  it  depends  on  the 
interpretation  of  early.  We  will  work  on  it  because  of  your  testimo- 
ny and  these  gentlemen's  interest. 

Thank  you  very  much.  Nice  to  see  you. 

[The  statement  of  Mr.  Brady  follows:] 
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TESTIMONY  TO 

THE  HOUSE  DEFENSE  APPROPRIATIONS  SUBCOMMITTEE 
THE  HONORABLE  JOHN  P.  MURTHA,  CHAIRMAN 

BY 

ROBERT  T.  BRADY,  PRESIDENT  &  CEO 

FOR 

THE  CENTER  FOR  ADVANCED  CONTROL  SYSTEMS 

MAY  6,  1993 

Mr.  Chairman,  thank  you  for  the  opportunity  to  testify  before  this  Committee  again  this 
year.  As  you  may  recall,  our  Chairman,  Dr.  Richard  Aubrecht  testified  here  last  year 
and  described  a  concept  whereby  Moog  Inc.  would  assume  a  leadership  position  in  the 
establishment  of  a  Center  for  Advanced  Control  Systems,  as  part  of  the  Govermnent's 
defense  conversion  initiative.  Relative  to  Defense  Conversion,  much  has  happened  in 
the  intervening  year,  both  as  far  as  the  Government  and  Moog  Inc.  are  concerned. 

The  102nd  Congress  approved  the  Defense  Conversion,  Reinstatement,  and  Transition 
Assistance  Act  of  1992.  Included  in  Title  IV  of  this  Act  is  $100  million  for  Defense 
Dual-Use  Critical  Technology  Partnerships.  As  part  of  the  Conference  Report  on  H.R. 
SS04,  the  conferees  directed  Center  for  Advanced  Control  Systems  be  funded  at  $3 
million  as  one  of  the  Defense  Dual-Use  Critical  Technology  Partnerships. 

At  Moog  Inc.,  we  had  a  very  difficult  year  downsizing  our  business.  In  the  process  of 
reducing  our  domestic  workforce  by  500  people  from  a  previous  level  of  2,200,  we 
reported  a  net  loss  of  about  $7  million  on  sales  of  slightly  over  $300  million.  These  500 
people  were  highly  skilled  machinists,  assembly  technicians  and  support  staff.  We  made 
minimal  reductions  in  our  engineering,  research,  and  development  staf&  and  set  these 
people  to  work  to  develop  new  products  for  markets  where  the  end  customer  is  someone 
other  than  the  United  States  Department  of  Defense.  Moog  Inc.  is  no  newcomer  to  this 
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tyf>e  of  defense  conversion;  in  that  since  our  founding  in  1951,  we  have  had  to  contend 
with  similar  circumstances  in  the  aftermath  of  the  Korean  War  and  the  Vietnam  War. 
As  a  second-tier  supplier  of  precision  motion  control  hardware,  we  are  fortunate  that  our 
technology  is  readily  applicable  to  commercial  aircraft  as  well  as  to  industrial  automation 
and  machinery.  As  a  result  of  prior  conversion  activities,  our  non-defense  related 
products  now  account  for  about  40%  of  our  worldwide  sales. 

Our  decision  to  retain  all  of  our  engineering  capability  was  based  on  our  presumption 
that  the  $3  million  for  the  Center  for  Advanced  Controls  would  be  made  available  in  an 
expeditious  manner.  It  is  impractical  to  consider  laying  off  these  extremely  talented 
people,  thinking  you  could  rehire  the  exact  same  group  when  the  funding  was  fmally 
released  to  the  Center  for  Advanced  Controls.  So  we  have  retained  the  people  and  have 
them  working  on  projects  of  limited  scope  because  of  the  limited  funds  we  have  to 
support  the  costs  associated  with  such  product  developments. 

Despite  letters  from  you,  as  well  as  letters  from  our  New  York  State  representatives 
Paxon,  LaFalce  and  Nowak;  Senator  Moynihan;  and  Governor  Cuomo  directed  to  the 
Secretaries  of  Defense  Cheney  and  Aspin  and  the  Director  of  ARPA,  Dr.  Gary  Denman, 
we  have  been  unable  to  obtain  the  release  of  the  $3  million  to  fund  the  initial  activities 
of  the  Center  for  Advanced  Controls.  ARPA  has  indicated  they  will  be  issuing  a 
Request  for  Proposals  on  May  14,  1993  as  part  of  the  Technology  Reinvestment,  and 
Transition  Defense  Conversion,  Reinvestment,  and  Transition  Assistance  Act  of  1992. 
Further,  having  reviewed  our  "White  Paper"  describing  the  Center  in  detail,  ARPA  has 
indicated  we  should  propose  the  Center  for  Advanced  Controls  and  in  light  of  the 
specific  technologies  to  be  developed,  they  "believe  that  a  proposal  based  on  their  plans 
will  be  very  competitive."  ARPA  has  also  indicated  their  intention  to  announce  the 
winning  proposals  in  October  1993,  at  the  earliest,  after  which  the  specific  contracts 
would  have  to  be  negotiated,  and  then  funds  could  be  released.  All  of  which  sounds  as  if 
the  earliest  we  could  see  any  funding  is  the  first  calendar  quarter  of  1994. 

In  the  mean  time,  our  engineers  have  been  adapting  our  defense  technologies  to 
commercial  markets,  albeit  at  a  reduced  level.   We  have  had  several  successful  projects 
already.  These  clearly  indicate  our  ability  to  do  technology  conversion.   A  brief 
description  of  two  of  these  projects  will  illustrate  what  can  be  accomplished. 

Over  the  past  ten  year,  Moog  has  been  developing  a  core  of  technologies  related  to 
materials  and  component  designs  capable  of  functioning  under  extreme  conditions  such 
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as  high  and  low  temperatures,  corrosive  environments  and  high  vibration  environ- 
ments. Concurrently,  a  variety  of  efforts  are  underway  around  the  U.S.  to  develop 
vehicles  capable  of  running  on  natural  gas.  Since  natural  gas  is  more  abundant,  less 
expensive  and  burns  much  cleaner  than  liquid  petroleum  fuels,  there  is  a  high  level  of 
interest  to  apply  natural  gas  technology  to  long  haul  trucks,  city  buses,  taxi  cabs,  deliv- 
ery trucks,  etc.  When  natural  gas  is  used  as  a  vehicle  fuel,  it  is  either  compressed  to  a 
high  pressure  or  stored  as  a  liquid  at  a  very  low  (cryogenic)  temperature.  In  either  case, 
the  refueling  nozzle  and  vehicle  receptacle  present  significant  technical  challenges. 

Using  our  core  technologies  and  some  technology  we  had  developed  for  an  Army  rapid 
refueling  project,  we  developed  a  cryogenic  refueling  nozzle  for  large  trucks  and  city 
buses.  In  less  than  one  year's  time,  we  have  designed  and  Held  tested  prototype  units. 
Last  month,  we  received  a  pilot  production  order  from  the  Houston  Metro  Bus  System 
for  this  product.  We  are  currently  working  with  several  other  bus  and  truck  fleet  opera- 
tors as  well  as  equipment  manufacturers  and  anticipate  volume  production  orders  in 
the  near  future.  This  will  immediately  put  some  of  our  manufacturing  people  back  to 
work  and  also  has  significant  leverage  in  that  the  lack  of  a  high  quality,  reliable  refuel- 
ing system  is  one  factor  that  has  been  holding  back  the  broader  application  of  natural 
gas  to  vehicles. 

The  second  example  has  been  our  development  of  a  large  motion  platform  for  the  enter- 
tainment simulation  market.  A  recent  trend  in  the  entertainment  industry  is  to  put 
seats  on  a  motion  platform  to  allow  the  viewer  of  a  movie  of  such  things  as  a  roller- 
coaster,  a  bobsled,  a  race  car,  etc.,  to  experience  the  motion  as  well  as  the  visual 
sensations.  To  move  the  platform,  large,  powerful  actuators  are  necessary.  These 
actuators  are  similar  to  those  used  on  large  missiles  such  as  the  Titan  or  the  MX.  Using 
technology  we  had  been  developing  for  the  next  generation  of  large  missiles,  Moog  Inc. 
has  developed  a  unique  approach  to  these  type  platforms.  In  less  than  one  year,  we 
designed,  tested  and  have  sold  eight  of  these  units  that  cost  several  hundred  thousand 
dollars.  We  expect  this  to  be  just  the  start.  Several  entertainment  production  com- 
panies have  approached  us  to  design  similar  platforms  for  their  specific  applications. 
Again,  this  has  provided  real  incremental  jobs  not  only  for  Moog  but  for  numerous 
subcontractors.  In  addition,  many  of  the  end  customers  for  these  systems  are  overseas, 
so  this  effort  will  have  a  positive  effect  on  the  U.S.  balance  of  trade.  This  is  a  direct 
example  of  the  conversion  of  nxilitary  technology  to  a  commercial  use  but  it  also  has  a 
dual  use  aspect  as  well.  The  platform  development  has  advanced  the  state  of  our  motion 
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technology  that  can  be  applied  to  future  military  applications.  In  addition,  the 
machinery,  equipment  and  people  who  are  producing  this  hardware  can  equally  as  well 
produce  military  hardware.  So  it  is  directly  preserving  our  industrial  base. 

These  are  just  two  of  the  examples  of  how  Moog  Inc.  has  been  able  to  convert  its  defense 
hardware  capability  into  commercial  products.  Because  the  technology  for  precision 
motion  control  is  so  universally  applicable  and  is  a  critical  element  for  aircrsift,  missiles, 
tanks  and  spacecraft,  it  is  an  ideal  candidate  for  an  effective  defense  conversion  project. 
Our  ability  to  accomplish  the  goals  of  defense  conversion  are  severely  limited  by  our 
ability  to  finance  the  up-front  engineering  work.  This  is  why  funding  for  the  Center  for 
Advanced  Controls  is  so  critical  for  us. 

Another  aspect  of  defense  conversion  is  the  expectations  of  Congress  when  it  began  this 
initiative  over  a  year  ago.  The  committees  who  studied  the  effects  of  a  reduced  Defense 
budget,  the  Defense  Authorization  and  Appropriations  Conunittees  as  well  as  the  entire 
Congress  recognized  the  need  to  maintain  our  defense  industrial  base  as  well  as  the 
need  to  put  the  one  million  people  who  have  been  laid  off  from  defense  suppliers  back  to 
work,  producing  commercial  hardware  as  rapidly  as  possible.  To  date,  none  of  these 
expectations  have  been  met  because  none  of  the  funds  have  been  released.  At  the  same 
time,  this  Congress  is  working  on  a  Defense  Bill  for  1994  in  which  a  higher  level  of 
funding  is  expected  for  Defense  Conversion  and  Technology  Reimbursement  Projects. 
In  addition,  the  Clinton  Adminsitration  has  taken  a  keen  interest  in  these  activities 
and  would  like  to  demonstrate  some  positive  actions  taken  as  part  of  its  economic 
stimulus  efforts. 

Perhaps  there  is  a  convergence  of  interests  here  for  Congress,  the  Clinton  Admini- 
stration, the  Pentagon  and  Moog  Inc.'s  proposed  Center  for  Advanced  Controls.  We  are 
in  a  position  to  start  today  to  expand  and  accelerate  our  defense  conversion  initiatives. 
We  have  a  demonstrated  record  in  conversion  projects.  We  have  all  of  the  elements  in 
place  to  implement  a  Defense  Dual-Use  Critical  Technology  Partnership  as  described  in 
ARPA's  March  10, 1993  Program  Information  Package  for  Defense  Technology  Conver- 
sion, Reinstatement,  and  Transition  Assistance.  Because  of  these  circumstances,  it 
would  make  real  sense  for  the  Center  for  Advanced  Control  Systems  to  be  funded 
immediately  as  a  demonstration  project  to  show  how  defense  conversion  can  actually  be 
accomplished.  We  can  trudge  ahead  on  the  ARPA  time  scale  which  would  mean  losing 
another  year  or  this  committee  could  indicate  to  the  Secretary  of  Defense,  who  is  an 
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outspoken  architect  of  defense  conversion,  that  a  demonstration  project  could  be  of  real 
benefit  to  everyone  now. 

I  trust  you  can  understand  our  frustration  at  this  point  in  not  being  able  to  push  ahead 
with  the  Center.  We  live  in  a  small  town  in  Upstate  New  York  and  we  would  like  to  put 
some  of  our  friends  and  neighbors  back  to  work.  What  we  need  is  some  seed  money  to 
help  accelerate  the  development  of  new  products  and  new  markets. 

The  second  point  I  would  like  to  raise  with  the  committee  is  the  future  funding  for  the 
Center.  Our  proposal  to  the  committee  last  year  was  for  a  $30  million  appropriation  to 
be  spent  at  the  rate  of  $10  million  per  year.  What  came  out  in  the  conference  report,  a 
copy  of  which  is  attached,  was  $3  million  for  one  year.  Since  the  majority  of  the  projects 
proposed  by  the  Center  extend  over  about  a  three-year  time  period,  it  is  necessary  to 
obtain  a  multi-year  commitment  for  the  Center  to  be  really  efficient  and  effective.  We 
would  therefore  request  the  conunittee  to  recommend  the  Center  for  Advanced  Control 
to  be  funded  in  this  year's  budget  at  the  $30  million  level  described  in  our  testimony  last 
year. 

In  the  process  of  organizing  the  Center,  we  have  identified  a  number  of  projects  that 
meet  the  conversion  objectives.  Some  of  these  projects  by  their  nature  extend  over  a 
three-year  time  period,  while  others  would  be  accomplished  in  a  shorter  time.  These 
and  other  potential  projects  currently  under  preliminary  investigation  total  over 
$30  million.  All  of  these  projects  are  within  the  general  areas  of  technology  detailed  in 
the  ARPA  announcement.  These  areas  of  technology  were  identified  by  ARPA  in  an 
internal  survey  of  their  organizations  as  well  as  a  survey  of  the  Department  of 
Commerce,  the  Department  of  Energy,  the  National  Service  Foundation  and  NASA. 
Hence,  the  projects  to  be  pursued  by  the  Center  are  in  direct  support  of  those  areas 
identified  as  being  critical  for  defense  needs,  as  well  as,  having  the  highest  potential  for 
effective  and  rapid  commercialization  of  defense  technologies. 

Attached  is  a  copy  of  the  first  sections  of  a  "White  Paper"  prepared  earlier  this  year  for 
ARPA  which  describes  the  Center  for  Advanced  Control  Systems.  Section  1  gives  a 
brief  background  in  the  application  of  controls  technology  to  military  as  well  as  com- 
mercial applications.  The  inherent  dual-use  nature  of  controls  technology  is  described. 
Section  2  describes  the  opportunities  for  controls  technology  to  reduce  the  costs  of 
weapons  systems  and  industrial  machinery,  to  reduce  system  weights,  to  improve 
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system  performance,  and  to  apply  digital  technology  in  entirely  new  ways.  Section  3 
demonstrates  the  substantial  economic  leverage  that  results  from  any  investment  in 
controls  technology.  For  a  controls  manufacturer,  the  leverage  is  over  10  to  1  and  for 
the  machinery  manufacturer  over  100  to  1.  As  a  key  enabling  technology,  controls  can 
deliver  significant  economic  returns.  Section  4  describes  the  current  structure  of  the 
Center  for  Advanced  Controls.   It  also  elaborates  on  the  way  the  Center  would  function 
as  a  consortium  of  universities  and  corporations  that  can  contribute  to  advancing  the 
state  of  controls  technology.   We  have  already  approached  the  State  University  of  New 
York  at  Buffalo,  Cornell  University,  Calspan  Corporation,  Manin  Marietta,  and  a  local 
specialty  supplier.  All  of  them  expressed  their  enthusiasm  to  become  consortium 
members.  The  part  of  the  "White  Paper"  not  included  is  the  description  of  the  specific 
projects  to  be  initially  undertaken  by  the  Center.  The  concept  described  in  the  "White 
Paper"  is  also  fully  compliant  with  the  specific  terms  and  conditions  described  in  the 
ARPA  aimouncement  that  will  be  required  of  Defense  Dual-Use  Critical  Technology 
Partnerships.  This  "White  Paper"  describes  what  we  believe  to  be  an  ideal  candidate  for 
this  committee  to  support  as  an  example  of  what  defense  conversion  and  Defense  Dual- 
Use  Critical  Technology  Partnerships  can  accomplish. 

In  summary,  Mr.  Chairman,  we  would  request  your  immediate  action  to  request  the  DoD 
to  release  the  $3  million  designated  in  last  year's  Conference  Repon  for  the  Center  for 
Advanced  Controls  as  a  demonstration  project.   Second,  we  would  ask  you  to  include  a 
$30  million  appropriation  in  this  year's  defense  bill  for  further  funding  of  the  Center  for 
Advanced  Control  System. 

Thank  you  for  this  opportunity  to  testify.  We  look  forward  to  working  with  you  on  this 
critical  initiative. 

Robert  T.  Brady 
President  &  CEO 
Moog  Inc. 

Attachments 
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The  Center  for  advanced  Control  Systems 
A  DuAi^USE  Critical  Technology  Partnership 


The  Defense  Conversion,  Reinvestment,  and  Transition  Assistance  Act  of  1992 
authorized  the  formation  of  Dual-Use  Critical  Technology  Partnerships  for  the 
purpose  of  supporting  the  continued  development  of  technologies  that  are  critical  to 
United  States'  weapons  systems.  This  paper  describes  how  the  Center  for  Advanced 
Control  Systems,  as  a  part  of  this  effort,  will  advance  programs  that  have  identifiable 
application  for  both  DoD  and  commercial  customers  and  will  allow  DoD  to  take 
advantage  of  the  state-of-the-art  in  commercial  products. 


Section  i 
Background  on  the  applications  for  Controls  Technology 


The  importance  of  control  systems  can  be  appreciated  by  examining  the  various 
places  where  the  technology  is  currently  applied,  and  then  explore  the  trends  for  the 
technology  and  the  systems  to  which  it  finds  application.  However,  first  a  definition 
of  advanced  control  systems  needs  to  be  established.  Advanced  control  systems 
means  the  precision  control  of  the  movement  of  mechanical  elements  in  large  pieces 
of  equipment  using  computer-generated  commands  and  in  applications  demanding 
the  ultimate  system  performance.  Today,  these  systems  have  a  central  computer  that 
provides  the  required  system  motion  commands.  These  commands  are  translated 
signals  that  are  sent  to  actuation  devices.  These  actuators  provide  the  mechanical 
motion  to  implement  the  desired  output.  High  speed,  accuracy  and  fidelity  of  the 
commands  are  attained  through  the  use  of  feedback  control  (servo-control)  principles 
whereby  the  output  is  compared  to  the  commanded  input.  This  technology  is  the  key 
for  the  application  of  computer  intelligence  to  mechanical  systems. 

Th^  first  significant  use  of  this  technology  was  for  what  were  then  called  guided 
missiles.  Missiles  continue  to  be  a  very  significant  application  for  control  systems. 
The  fins  on  tactical  and  cruise  missiles  are  positioned  with  actuators  powered  by 
hydraulic,  pneumatic,  or  electromechanical  systems.  Strategic  missiles  and  space 
launch  vehicles  such  as  NASA's  Space  Shuttle  use  much  larger  actuators  to  position 
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the  gimballed  rocket  eDgines  and  thereby  steer  the  rocket  by  what  is  called  thrust 
vector  control. 

Electrohydraulic  servoactuators  are  used  on  most  aircraft  today  as  part  of  their  auto- 
pilot or  stability  augmentation  systems.  However,  the  very  latest  generation  of  air- 
craft now  use  what  is  called  a  fly-by-wire  flight  control  system.  With  this  approach, 
all  mechanical  linkage  between  the  pilot  and  the  flight  control  surface  actuators  has 
been  replaced  by  sensors  on  the  pilot's  stick,  computers,  and  full  authority,  high- 
power  electrohydraulic  servoactuators.  For  safety  reasons,  these  systems  generally 
have  three  or  four  independent  channels.  The  incorporation  of  full  authority  fly-by- 
wire  flight  controls  has  enabled  the  design  of  aircraft  that  are  aerodynamically 
unstable.  This  also  enabled  the  flight  envelope  to  be  extended  in  many  beneflcial 
ways.  The  current  generation  of  jet  engines  have  similar  systems  to  control  fuel  flow 
and  engine  conflguration. 

Gun  turrets  and  missile  launchers  on  land  and  shipboard  all  use  motion  control 
systems  for  their  orientation  and,  in  some  cases,  for  active  stabilization.  Other  con- 
trol applications  include  satellites,  helicopters,  radar  antennas,  torpedo  fins,  and 
glide  bombs. 

The  development  of  control  surface  actuators  and  jet  engine  controls  used  on 
commercial  aircraft  has  paralleled  that  for  military  aircraft.  The  basic  system  archi- 
tecture, control  elements  and,  in  some  cases,  the  actual  hardware  used  for  commer- 
cial and  military  aircraft  are  often  quite  similar.  Obviously,  the  flight  envelope  and 
mission  requirements  for  each  type  of  aircraft  is  diflerent.  However,  there  is  a  com- 
mon core  of  technology  in  the  control  systems  so  that  the  idea  of  dual-use  technology 
can  practically  be  applied  to  this  type  of  control. 

Precision  motion  control  is  the  technology  that  enables  computers  to  be  applied  to  a 
wide  range  of  machinery  and  equipment,  enhancing  its  productivity.  These  applica- 
tions include:  machine  tools,  metal-forming  machinery,  skin-riveting  machinery, 
plastic  blow  and  injection  molding  machines,  g^age  controls  in  steel  mills,  fatigue 
test  machines,  structual  load  test  machines,  flight  simulators,  railroad  track  levelers, 
high-speed  trains,  automatic  paving  and  concrete-forming  machines,  steam  turbine 
controls,  mining  machinery,  and  robots.  This  list  is  by  no  means  all  encompassing. 
The  technology  is  absolutely  necessary  for  any  type  of  automatic  machinery. 
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Currently,  all  the  military  applications  described  above  are  in  various  development 
stages  toward  the  next  generation  system.  The  continued  reduction  in  the  cost  of 
computers  and  the  concurrent  improvement  in  performance  facilitates  similar 
performance  and  cost  improvements  in  each  of  these  systems.  However,  in  every 
case,  there  is  a  need  for  improved  control  systems  to  implement  the  computer 
commands. 

The  next  generation  of  fly-by-wire  aircraft  will  likely  include  fiber  optic  data  buses 
and  distributed  intelligence  control  systems,  the  so-called  fly-by-light  systems.  The 
interest  of  optical  data  buses  is  being  driven  by  considerations  of  cost,  weight, 
reliability  as  well  as  susceptibility  to  EMI  and  EMP  effects.  In  addition,  life  cycle 
costs  and  weight  considerations  are  driving  research  to  look  at  electric  motors  for 
actuator  power  rather  than  hydraulically-powered  actuators.  One  of  the  significant 
challenges  in  the  SDI  Program  is  to  develop  whole  new  control  concepts  and  devices 
to  enable  the  guidance  of  inexpensive  ground-launched  or  space-launched  projectiles. 
Today,  this  effort  also  includes  Theater  Ballistic  Missile  Defense-type  concepts. 

Very  active  work  is  also  underway  on  precision-guided  munitions  that  can  be 
launched  from  a  gun  and  then,  through  remote  or  self-contained  guidance,  be  directed 
to  a  specific  target.  These  devices  will  cost  less  and  out  perform  the  current  genera- 
tion of  short-range  tactical  missiles.  Strap-on  guidance  and  fin  control  packages  will 
allow  older  bombs  to  be  converted  into  smart  glide  bombs. 

The  application  of  controls  technology  to  the  active  reduction  of  noise  and  vibration 
on  fixed-wing  aircraft  and  helicopters  has  already  demonstrated  improved  crew 
comfort  and  efficiency  while  extending  the  life  of  the  airframe.  While  only  a  couple  of 
production  programs  are  using  this  technology,  it  has  a  wide  range  of  potential 
applications.  The  next  generation  of  space-launched  vehicles  require  a  significant 
improvement  in  the  thrust  vector  control  actuation  systems  to  reduce  weights  and 
life  cycle  costs. 

Similarly  for  commercial  aircraft,  large  and  small,  fly-by-wire  flight  control  and 
engine  control  systems  continue  to  evolve.  The  next  generation  of  all  these  aurcrafts 
will  be  using  fly-by-wire  technology.  The  manufacturers  of  machinery  and  equip- 
ment currently  automated  with  precision  motion  control  systems  will  continue  to 
press  for  actuation  systems  that  are  able  to  reduce  machine  cycle  times  and  improve 
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part  quality.  In  addition,  the  evolution  in  computers  will  allow  for  current  manually- 
operated  types  of  machinery  to  be  automated.  These  machines  will  enable  continual 
improvement  in  the  productivity  of  various  processes  to  be  continually  improved. 

It  is  evident  that  precision  motion  control  technology  is  a  critical  element  in  each  of 
the  applications  discussed  above.  In  all  cases,  the  performance  of  the  entire  aircraft, 
missile  or  machine  is  limited  in  a  significant  manner  by  the  performance  of  the  con- 
trol system.  It  is  this  fundamental  nature  of  precision  motion  control  systems  that 
makes  it  the  high  priority  candidate  for  significant  research  and  development  efforts. 
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Section  2 
Technology  Opportunities  in  Precision  motion  Controls 


The  need  for  research  and  development  related  to  precision  motion  control  systems  is 
being  driven  by  several  common  elements.  First,  for  military  as  well  as  industrial 
systems,  there  is  a  drive  for  reduced  life  cycle  costs.  As  technologies  evolve,  the  chal- 
lenge generally  shifts  from  accomplishing  a  given  task  at  an  affordable  price,  to 
accomplishing  the  same  task  at  a  lower  cost.  Second,  for  all  types  of  air  and  space 
craft,  there  is  a  constant  drive  to  reduce  weights.  The  availability  of  new  materials 
and  processes  enables  progress  to  be  made  on  weight  reduction.  Third,  improved 
system  performance  measured  in  terms  of  speed,  power  to  weight  ratio,  accuracy, 
repeatability,  etc.,  can  only  be  achieved  through  improvements  in  the  individual 
system  elements.  Increased  computer  performance  and  other  technological  advance- 
ments allow  these  improvements  to  be  accomplished.  Fourth,  the  reduced  cost  and 
improved  reliability  of  microprocessors  now  allows  for  systems  to  be  designed  with 
distributed  intelligence.  This  means  that  individual  control  actuators  will  become 
relatively  more  integrated  packages  and  will  require  a  total  reconsideration  of  their 
design.  All  of  these  common  threads  are,  to  a  greater  or  lesser  extent,  driving  the 
research  and  development  in  precision  motion  control  systems. 

In  response  to  these  technology  drivers,  several  trends  have  already  emerged.  First, 
many  system  designers  are  exploring  the  possibility  of  replacing  hydraulic  control 
actuators  with  actuators  powered  directly  with  electric  motors.  Second,  for  some 
short  duration  applications,  i.e.,  precision-guided  munitions,  glide  bombs,  and  space- 
launched  projectiles,  the  use  of  hot  gas  thrusters  appear  to  be  a  possible  alternative  to 
liquid  propellants  or  mechanical  fins.  Third,  the  range  of  operation  and  performance 
of  hydraulic  systems  in  terms  of  temperature,  weight  and  manufacturing  cost  are 
currently  receiving  much  attention.  These  technology  driven  trends  have  been 
identified  by  the  Center  as  the  leading  opportunities  for  its  research.  This  will  be 
discussed  in  more  detail  in  Section  5. 
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Section  3 
IMPACT  OF  Research  &  development  for  precision  motion  Controls 


As  described  in  Section  1,  precision  motion  controls  find  use  in  a  wide  range  of 
defense  and  industrial  applications.  The  U.S.  market  alone  for  motion  actuation  sys- 
tems on  military  aircraft,  missiles,  gun  aiming,  submarine,  and  various  other  appli- 
cations is  conservatively  estimated  to  be  approximately  $2  to  $3  billion  dollars  per 
year.  The  industrial  automation  and  commercial  aircraft  market  for  motion  control 
actuation  systems  is  between  $10  and  $20  billion.  In  addition,  the  market  outside  the 
U.S.  for  this  type  of  equipment  is  at  least  as  large  as  the  market  inside  the  U.S.  This 
market  has  also  been  rapidly  growing  because,  as  explained  in  Section  1,  this  is  the 
enabling  technology  to  improve  machinery  and  equipment  performance. 

The  expenditions  for  research  and  development  by  companies  producing  this  type  of 
hardware  generally  amount  to  about  six  to  ten  percent  of  their  sales  volume  or, 
looked  at  the  other  way  around,  $1.00  spent  on  research  and  development  supports 
$10.00  to  $16.00  in  annual  production  of  hardware.  Also,  the  machinery  or  aircraft 
into  which  these  control  systems  are  integrated  will  cost  at  least  ten  times  the 
amount  of  the  control  elements.  Therefore,  if  one  can  obtain  a  competitive  advantage 
through  better  performance  of  the  control  systems,  then  the  leverage  of  $1.00  spent 
on  R&D  for  control  systems  will  ultimately  result  in  the  sale  of  approximately  $100  of 
end  product.  The  size  of  the  market  for  control  systems  and  the  leverage  obtained  in 
the  size  of  the  final  market  for  aircraft  and  machinery  both  indicate  the  essential 
value  of  an  investment  made  in  research  and  development  of  control  components. 

These  relationships  have  not  been  overlooked  by  foreign-based  companies.  While 
American-based  companies  still  maintain  a  world  leadership  position  in  this 
technology,  this  position  is  being  challenged  by  foreign-based  competition. 
Competitions  held  in  recent  years  for  programs  such  as  the  V-22,  the  Comanche 
Light  Helicopter,  and  the  VT-1  Missile  have  resulted  in  contracts  for  several  key 
control  system  components  being  awarded  to  foreign-based  or  foreign-owned  com- 
panies. While  this  might  not  be  of  concern  in  a  growing  market  for  aerospace  and 
defense  hardware,  when  the  market  for  this  hardware  is  contracting  as  it  is  in  the 
Post  Cold  War  Era  and  the  projected  reduced  world-wide  delivery  of  commercial 
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aircraft,  the  foreign-based  competition  becomes  a  real  threat  to  American-based 
producers. 

This  threat  to  American-based  firms  exists  for  commercial  aircraft  hardware  as  well 
as  for  military  hardware.  In  the  competition  recently  held  at  Boeing  for  a  state-of- 
the-art,  fly-by-wire  flight  control  system,  the  contract  for  the  primary  flight  control 
actuators  was  awarded  to  a  Japanese  firm.  The  award  was  not  based  on  experience  or 
technical  merit  but  purely  on  price.  This  price  level  was  so  low  as  to  be  a  clear  buy-in 
on  the  part  of  the  Japanese.  In  an  era  of  fewer  starts  on  military  aircraft  programs, 
the  continued  development  of  controls  technology,  through  its  application  on  new 
conunercial  aircraft  programs,  will  allow  the  continued  evolution  of  this  technology 
so  that  when  the  next  generation  of  military  aircraft  wants  to  be  designed,  there  will 
be  engineers  with  state-of-the-art  experience.  However  this  strategy  will  only  work 
if  the  U.S.  Government  is  willing  to  support  critical  dual-use  technologies  as  the 
Japanese  and  European  governments  are  currently  doing  for  their  aircraft  industries 
and  component  suppliers.  The  alternative  is  for  the  U.S.  to  depend  on  foreign  sources 
for  critical  technologies  in  the  future. 

Clearly,  research  and  development  activities  in  the  area  of  precision  motion  control 
has  very  significant  economic  leverage  for  military,  commercial,  and  industrial  appli- 
cations. Also,  support  for  this  technology  will  preserve,  enhance  and  expand  a  criti- 
cal technology  that  will  be  integral  in  success  of  future  military  systems  without 
dependence  on  foreign  sources  for  critical  technologies. 


Pace  7  of  28 


635 


Section  4 
Organization  of  the  Center  for  Advanced  Control  Systems 


The  Center  for  Advanced  Control  Systems  exists  as  an  independent,  not-for-profit 
corporation.  It  is  governed  by  a  Board  of  Trustees  who  have  demonstrated  com- 
petence in  the  technology  of  precision  control  systems,  and  have  experience  in 
evaluating  technological  developments,  and  governance  of  technologically-focused 
companies.  As  required,  additional  Board  members  will  be  drawn  from  cognizant 
federal  agencies,  state  and  local  technology-focused  economic  development  groups 
and  future  consortium  members.  The  corporation  functions  as  a  consortium  of  com- 
panies and  universities  who  have  a  competence  relevant  to  the  advancement  of 
controls  technologies. 

In  addition  to  general  corporate  governance  matters,  the  Board  of  Trustees  is 
organized  for  two  primary  functions.  First  it  will  receive  proposals  from  consortium 
members,  and  then  in  consultation  with  cognizant  Government  agencies  and  signifi- 
cant users  of  this  technology,  it  will  select  projects  and  award  contracts  to  consortium 
members  whose  employees  will  actually  perform  the  work.  This  technical  function 
also  permits  periodic  reviews  of  the  progress  made  on  the  selected  projects  and 
evaluation  of  final  written  reports  on  the  work  performed.  The  second  function  of  the 
Board  is  to  provide  overall  management,  financial  and  audit  oversight  of  the  con- 
tracts to  ensure  that  adequate  fiscal  controls  are  in  place. 

As  a  leader  in  this  technology,  Moog  Inc.  has  established  and  formulated  the  initial 
objectives  of  the  Center  for  Advanced  Control  Systems.  Moog's  forty-year  history  and 
credentials  include: 

(1)  1992  sales  of  approximately  $300  million,  and  2,500  employees,  400  of 
which  are  degreed  engineers.  This  size  gives  the  Center  the  critical 
mass  necessary  to  get  the  job  done. 

(2)  Concentrated  focused  on  the  technology  of  precision  motion  control 
systems.  As  such,  Moog  is  the  world  leading  producer  of  state-of-the- 
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art  controls  and  has  the  ability  to  conceive  the  next  generation 
systems. 

(3)  Demonstrated  capabilities  in  hydraulic,  electric  and  pneumatic 
systems.  This  background  provides  the  basis  for  doing  systems  tech- 
nology trade-off  studies. 

(4)  Contacts  with  the  world's  leading  users  of  this  technology,  both  aero- 
space prime  contractors  and  machinery  manufacturers.  Therefore,  it 
has  the  capability  to  discuss  the  next  generation  needs  with  the  major 
users. 

(5)  Demonstrated  experience  with  defense  conversion  since  1958. 
Approximately  55  percent  of  its  current  business  is  for  military  appli- 
cations, with  the  other  45  percent  for  commercial  aircraft  and  indus- 
trial automation. 

As  the  consortium  leader,  Moog,  through  the  Center  for  Advanced  Control  Systems, 
provides  an  effective  structure  to  mobilize  the  efforts  of  industry,  academia  and 
government  to  address  the  national  need  for  control  systems  research,  development 
and  commercialization.  The  technology  and  manufacturing  base  of  the  consortium 
members  will  preserve  and  enhance  America's  advantage  in  research,  design, 
development  and  manufacturing  of  control  systems  to  meet  the  needs  of  the  Depart- 
ment of  Defense  and  the  conmiercial  industry. 

In  its  on-going  research  and  development  projects,  Moog  Inc.  already  has  numerous 
efforts  underway  in  pursuit  of  the  technology  opportunities  described  in  Section  2.  A 
review  of  these  projects  was  performed  to  identify  those  that  meet  the  requirements 
of  a  Critical  Dual-Use  Technology  projects  and  the  objectives  described  as  defense 
conversion.  That  is,  projects  where  there  is  a  clear  military  need  for  advancement  of 
the  technology  and  potential  commercial  applications  for  the  technology  as  well. 
Currently,  there  are  several  other  companies  and  universities  with  whom  Moog  Inc. 
is  working  or  has  discussed  possible  teaming  on  specific  projects.  These  include  The 
State  University  of  New  York  at  Buffalo,  Cornell  University,  Calspan  Corporation, 
a  division  of  General  Electric,  and  other  local  companies.  These  entities  will  be 
invited  to  join  the  Center  as  a  consortia  member  and  to  bring  their  particular 
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expertise  to  bear  specific  projects.  The  consortia  members  would  then  submit 
detailed  project  proposals  to  the  Center  for  consideration  by  the  Board  of  Trustees' 
Technical  Review  Committee.  The  Technical  Review  Committee  would  then  award 
contracts  based  on  their  technical  merit  and  their  support  of  the  goals  of  the  defense 
conversion  initiatives.  These  goals  have  been  generally  described  as  (a)  the  roll-over- 
plus concept,  (b)  the  dual-use  technology  concept,  and  (c)  the  adaptation  of  military 
technologies  to  commercial  applications. 

The  Center  is  to  receive  funding  from  Federal  and  potential  State  agencies  to  support 
its  research  projects.  These  funds  would  then  be  paid  to  consortia  members  as  they 
meet  various  milestones  on  their  projects.  In  addition,  the  Center  would  receive 
periodic  reports  from  consortia  members  to  assure  compliance  with  the  cost-sharing 
provisions  on  the  part  of  the  Govenment  agencies.  The  Center  would  not  have  any 
full-time  employees,  but  will  contract  with  various  sources  to  provide  the  necessary 
services.  However,  there  will  be  an  absolute  minimum  of  overhead  to  support  the 
Center's  oversight  functions.  Also,  by  New  York  State  law,  directors  of  not-for-profit 
corporations  cannot  receive  cash  compensation.  Their  services  will  be  rendered  for 
the  larger  well-being  of  the  community. 

The  projects  to  be  funded  by  the  Center  will  generally  follow  a  process  similar  to  that 
used  for  the  development  of  new  control  systems  and  components.  This  process  would 
be  as  follows: 

(1)  Problem  Definition  -  An  extensive  review  of  the  current  technology 
is  conducted  within  the  context  of  a  generally  defined  end  usage 
requirement.  As  opposed  to  developing  an  abstract  specification, 
projected  future  needs  are  translated  into  target  specifications  for  an 
actual  application. 

(2)  Identify  Alternatives  -  A  scan  is  made  of  applicable  technologies  and 
they  are  explored  in  order  to  evaluate  various  alternatives.  This 
generally  results  in  a  preferred  configuration  being  developed  with 
the  possibility  of  easy  modifications  where  technical  risks  are  identi- 
fied. 
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(3)  Bench  Prototypes  -  The  best  alternative  is  then  reduced  to  a  bench 
prototype  so  that  its  performance  can  be  evaluated  in  laboratory  con- 
ditions. 

(4)  Actual  Test  Hardware  -  The  knowledge  gained  through  bench  pro- 
totypes is  then  reduced  to  a  configuration  suitable  for  testing  in  the 
entire  system;  an  aircraft,  missile  or  a  piece  of  industrial  equipment. 

(5)  Actual  Production  -  The  knowledge  gained  from  the  entire  design 
and  test  program  is  then  reduced  to  a  produceable  piece  of  equipment. 

This  process  is  also  very  supportive  of  the  entire  defense  conversion  objective  which 
has,  as  one  of  its  goals,  to  actually  see  new  state-of-the-art  hardware  put  into  produc- 
tion. The  Center  is  ideally  positioned  to  fulfill  this  objective  since  the  industrial 
members  of  the  Center  are  in  the  business  of  manufacturing  control  system  compo- 
nents and  systems.  The  members  can  also  use  the  technology  developed  on  a  variety 
of  other  projects  that  will  translate  into  additional  manufacturing  opportunities. 
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Thursday,  May  6,  1993. 

AMERICAN  SOCIETY  OF  TROPICAL  MEDICINE  AND 

HYGIENE 

WITNESS 

ROBERT  E.  SHOPE,  M.D.,  AMERICAN  SOCIETY  OF  TROPICAL  MEDICINE 
AND  HYGIENE 

Introduction 

Mr.  MuRTHA.  The  next  witness  is  Dr.  Robert  Shope  of  the  Ameri- 
can Society  of  Tropical  Medicine  and  Hygiene. 
Dr.  Shope. 

Statement  of  Dr.  Shope 

Dr.  Shope.  Mr.  Chairman,  I  am  Robert  Shope.  I  am  professor  of 
epidemiology  at  the  Yale  School  of  Medicine.  I  represent  the  Amer- 
ican Society  of  Tropical  Medicine  and  Hygiene,  a  professional  socie- 
ty of  more  than  2,600  researchers.  We  are  dedicated  to  the  preven- 
tion and  treatment  of  tropical  infectious  diseases. 

The  society  is  very  appreciative  of  your  support  for  the  Depart- 
ment of  Defense  Infectious  Disease  and  HIV  Research  Programs  in 
1993,  including  your  restoration  of  the  administration's  proposed 
cut  for  HIV  research. 

We  are  particularly  pleased  by  your  support  for  the  replacement 
facility  for  the  Walter  Reed  Army  Institute  of  Research.  As  you 
know,  the  current  facility  has  some  deficiencies  in  safety  and 
health,  and  the  new  facility  is  critical  to  correct  these  deficiencies 
and  also  to  implement  the  coordination  of  Army  and  Navy  infec- 
tious disease  research.  We  know  that  this  project  could  not  have 
been  a  reality  without  your  support  in  1992,  and  we  urge  Congress 
to  provide  necessary  Phase  2  funds  in  1994. 

Mr.  MuRTHA.  I  appreciate  your  kind  words.  I  was  appalled  at  the 
situation  when  I  went  out  to  Walter  Reed.  I  could  not  believe  the 
primitive  conditions  that  our  top  research  scientists  were  operating 
under. 

I  think  this  committee  does  deserve  credit  for  the  action  we  have 
taken  and  the  determination,  because  we  not  only  put  money  in 
and  worked  out  an  agreement,  we  had  to  fight  our  way  through  the 
system.  So  we  are  pleased  and  look  forward  to  that  new  research 
center  being  built. 

As  far  as  HIV,  we  have  been  in  the  forefront  because  of  the  work 
the  service  has  been  doing.  We  think  it  is  so  important  and  we 
think  the  results  have  more  than  proved  that  the  money  was  well 
spent. 

We  appreciate  your  testimony,  and  we  will  study  it  very  careful- 
ly. We  will  continue  to  pay  attention  to  those  areas. 

Dr.  Shope.  The  1993  appropriation  of  $88  million  for  the  infec- 
tious disease  and  HIV  research  programs  was  below  that  of  1992, 
and  preliminary  figures  in  the  administration's  1994  budget  indi- 
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cate  a  request  of  approximately  $6  million.  The  society  urges  the 
committee  to  fund  this  critical  research  program. 

Mr.  MuRTHA.  What  is  the  amount  you  recommend? 

Dr.  Shope.  We  recommend  the  $94  million. 

Mr.  MuRTHA.  Okay.  Thank  you  very  much,  Doctor. 

[The  statement  of  Dr.  Shope  follows:] 
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STATEMENT  OF 
THE  AMERICAN  SOCIETY  OF  TROPICAL  MEDICINE  AND  HYGIENE 


Thank  you,  Mr.  Chairman.  I  appreciate  the  opportunity  to  appear  before  the 
Subcommittee  and  request  that  my  full  written  statement  be  placed  in  the  record. 

I  am  Robert  E.  Shope,  and  I  am  Professor  of  Epidemiology  in  the  Department  of 
Epidemiology  and  Public  Health  of  the  Yale  University  School  of  Medicine.  I  appear  before 
you  today  on  behalf  of  the  American  Society  of  Tropical  Medicine  and  Hygiene,  a  professional 
research  society  representing  more  than  2,600  researchers  and  practitioners  dedicated  to  the 
prevention  and  treatment  of  tropical  infectious  diseases.  The  collective  expertise  of  our  members 
is  in  areas  of  basic  science  related  to  the  developing  world,  and  in  public  health,  epidemiology, 
and  medicine. 

The  American  Society  of  Tropical  Medicine  and  Hygiene  is  very  appreciative  of  your 
support  for  the  Department  of  Defense  Infectious  Disease  and  HTV  Research  Programs  in  1993, 
including  your  restoration  of  the  Administration's  proposed  cut  for  HIV  research.  We  are 
particularly  pleased  by  your  support  of  the  replacement  facility  for  the  Walter  Reed  Army 
Institute  of  Research  (WRAIR).  The  WRAIR  facility  is  critical  to  provide  safe  and  proper 
housing  of  the  Department  of  the  Army's  research-the  current  facility  fails  to  meet  many  safety, 
health,  and  environmental  standards—and  to  implement  the  coordination  of  Army  and  Navy 
infectious  disease  research.  We  understand  that  the  Department  of  Defense  forwarded  its  long- 
term  plan  for  medical  facilities  to  the  Senate  Armed  Services  Committee  on  March  12,  1993, 
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and  that  obligation  of  the  WRAIR  construction  funds  can  occur  60  days  after  this  date.  Bids  for 
Phase  I  are  less  than  SO  percent  of  the  dollar  amount  anticipated.  We  are  pleased  to  learn  that 
at  a  House  Armed  Services  Committee  hearing  on  April  29,  1993,  the  first  question  asked  of 
Acting  Assistant  Secretary  for  Health  Affairs  Dr.  Edward  Martin  regarded  the  status  of  the 
WRAIR  replacement  facility.  We  know  this  project  could  not  have  been  a  reality  without  your 
support  in  1992,  and  we  urge  Congress  to  provide  necessary  Phase  n  funds  in  1994  so  that  the 
replacement  WRAIR  remains  on  schedule. 

The  1993  appropriation  of  $88  million  for  the  Department  of  Defense  Infectious  Disease 
and  HTV  Research  Programs  was  below  that  of  1992,  and  preliminary  figures  in  the 
Administration's  1994  Budget  Request  indicate  an  increase  of  approximately  $6  million,  to  $94 
million.  At  a  minimum,  the  Society  urges  the  Committee  to  fiind  these  critical  research 
programs  at  the  1993  level.  Department  of  Defense  research  in  this  area  will  become  even  more 
important  as  the  military  downsizes  during  the  next  several  years.  Further,  the  strategic 
importance  of  this  research  is  highlighted  by  the  current  unsettled  situation  in  many  areas 
throughout  the  world,  and  our  preparedness  for  infectious  diseases  may  mean  the  difference 
between  victory  and  defeat.  For  example,  in  World  War  n  U.S.  military  personnel  suffered  an 
estimated  12  million  sick  days  lost  due  to  malaria,  due  to  605,555  reported  cases  of  this  disease. 

Medical  threats  are  changing  constantly  and  we  must  be  able  to  react  quickly  to  these 
changing  needs.  Like  other  defense  research,  we  cannot  simply  start-up  medical  research 
whenever  we  need  it;  rather,  a  certain  level  of  continuity  and  preparedness  is  required.  Recent 
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U.S.  military  activities  illustrate  how  medical  research  needs  differ  from  one  location  to  another. 
For  example,  soldiers  participating  in  Operation  Restore  Hope  in  Somalia  have  experienced  58 
cases  of  malaria  and  63  cases  of  Dengue,  while  a  common  problem  during  Operation  Desert 
Shield/Desert  Storm  was  leishmaniasis.  The  leishmaniasis  resulted  in  a  moratorium  on  blood 
donations  from  all  U.S.  service  personnel  in  that  area.  However,  it  should  be  pointed  out  that 
Operation  Desert  Shield/Desert  Storm  demonstrated  that  our  military  was  prepared  to  confront 
a  number  of  tropical,  third-world  infectious  diseases.  In  fact,  studies  that  had  been  conducted 
at  Walter  Reed  led  to  the  recognition  of  leishmaniasis  and  to  its  control.  It  is  critical  that 
WRAIR's  research  on  the  sandfly  that  transmits  this  tropical  disease  continue.  Operations 
Desert  Shield/Desert  Storm  and  Restore  Hope  attest  to  the  validity  of  current  infectious  disease 
science  and  technology  objectives  —  malaria,  diarrhea,  Dengue,  and  hepatitis  drug  and  vaccine 
development. 

The  seven  Department  of  Defense  overseas  medical  research  laboratories  are  the  most 
broadly  based  international  tropical  infectious  disease  research  laboratories  supported  by  the 
United  States,  and  they  provide  important  opportunities  for  research  directed  toward  prevention 
and  treatment,  including  the  testing  of  new  vaccines  and  drugs  in  areas  endemic  for  tropical 
infectious  diseases.  For  example,  at  the  start  of  Operation  Desert  Shield  in  August  1990,  Naval 
Medical  Research  Unit  Number  3  (NAMRU-3)  in  Cairo  was  called  upon  for  prevention  and 
treatment  for  diseases  endemic  to  the  Middle  East.  NAMRU-3  was  also  prepared  to  assist  U.S. 
troops  in  the  event  that  Iraq  had  used  biological  weapons.  More  recently,  NAMRU-3  has 
provided  services  for  U.S.  military  personnel  who  are  participating  in  Operation  Restore  Hope. 
Other  examples  of  contributions  of  overseas  labs  are  the  1993  licensure  of  the  vaccine  for 
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Japanese  encephalitis,  and  the  anticipated  licensure  of  the  vaccine  for  hepatitis  A.  The  U.S. 
Army  played  a  major  role  in  developing  most  of  these  vaccines.  Further,  the  laboratories  are 
a  vital  resource  for  recruiting  and  training  medical  personnel  for  the  military. 

A  1992  study  by  the  Institute  of  Medicine  (lOM)  on  emerging  infections  recommended 
unambiguously  the  continued  support  of  the  overseas  research  facilities,  which  are  located  in 
Thailand,  Indonesia,  Egypt,  Brazil,  Kenya,  Peru,  and  Korea.  The  American  Society  of  Tropical 
Medicine  and  Hygiene  is  concerned  that  some  of  these  laboratories  have  been  closed  previously, 
because  of  insufficient  funding  and  changes  in  mission  priorities.  We  believe  that  additional 
closings  could  seriously  jeopardize  our  ability  to  detect  and  respond  to  emerging  tropical 
infectious  disease  threats,  and  we  request  that  the  Committee  provide  continued  support,  at  a 
minimum,  at  their  current  level. 

/ 
The  Department  of  Defense  also  sponsors  malaria  programs.  Malaria  infects  270  million 

people  worldwide  and  is  responsible  for  as  many  as  two  million  deaths  annually.     The 

Department's  anti-malarial  drug  development  program  is  unique  and  was  responsible  for  bringing 

to  licensure  mesloquine,  now  a  major  drug  used  to  prevent  and  treat  malaria  in  Somalia.   The 

program  is  in  the  process  of  developing  a  new  anti-malarial,  Halofantrine,  which  has  great 

promise.    The  Department  also  conducts  a  crucial  malaria  project  in  Brazil.    These  advances 

benefit  the  military  and  also  every  U.S.  citizen  who  travels  to  tropical  areas.    In  fact,  they 

benefit  the  people  of  those  nations  as  well. 
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The  American  Society  of  Tropical  Medicine  and  Hygiene  realizes  that  Reductions  in 
Force  are  inevitable,  and  necessary,  as  the  United  States  continues  to  downsize  its  military. 
However,  we  are  concerned  that  these  Reductions  may  adversely  affect  the  Defense 
Department's  medical  research  program,  including  its  infectious  diseases  research  program. 
Infectious,  and  particularly  tropical,  diseases  are  the  number  one  killer  of  people  worldwide,  and 
we  urge  you  not  to  take  short-sighted  action  that  would  undermine  years  of  research  that  have 
helped  us  learn  so  much  about  these  diseases. 

This  concludes  my  written  statement.   I  would  be  please  to  answer  any  questions  at  this 
time. 
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Thursday,  May  6,  1993. 
AMERICAN  ASSOCIATION  OF  NURSE  ANESTHETISTS 

WITNESS 

VICTOR  RIVERA,  BSN,  CRNA,  LTC,  ANC  (RET.),  AMERICAN  ASSOCIATION 
OF  NURSE  ANESTHETISTS 

Introduction 

Mr.  MuRTHA.  The  next  witness  is  Victor  Rivera  of  the  American 
Association  of  Nurse  Anesthetists. 
Mr.  Rivera. 

Statement  of  Mr.  Rivera 

Mr.  Rivera.  Mr.  Chairman,  Members  of  the  panel,  my  name  is 
Victor  Rivera.  I  am  a  certified  registered  nurse  anesthetist  and  the 
past  president  of  the  Maryland  Association  of  Nurse  Anesthetists.  I 
am  currently  a  staff  CRNA  with  the  Anesthesia  Care  Team  at 
Providence  Hospital  in  Washington,  D.C.  I  am  also  a  retired  nurse 
anesthetist,  having  held  the  rank  of  lieutenant  colonel. 

As  a  professional  association  that  represents  over  25,000  CRNAs, 
the  American  Association  of  Nurse  Anesthetists  appreciates  the 
help  that  the  committee  has  given  us,  DOD  and  each  of  the  mili- 
tary services  in  recruiting  and  retaining  CRNA.  Our  statement  and 
recommendations  will  address  the  issues  of  pay,  practice  and  edu- 
cation. 

On  the  pay  side,  unfortunately  there  is  a  severe  CRNA  shortage 
in  the  military.  In  my  written  testimony,  new  data  from  all  the 
services  dramatically  shows  the  current  and  future  problem  with 
CNR  A  recruitment  and  retention.  That  data  also  shows  that  the 
CRNA  losses  have  consistently  exceeded  the  gains. 

One  reason  is  that  the  current  $6,000  Incentive  Special  Pay  re- 
tention bonus  for  CNRAs  still  does  not  make  the  military  pay  com- 
petitive with  that  of  the  civilian  sector.  The  AANA  membership 
survey  data  for  fiscal  year  1992  provided  the  following  mean  gross 
annual  salary  by  type  of  employment  arrangement  for  calendar 
year  1990. 

Mr.  MuRTHA.  Mr.  Rivera,  let  me  say  that  you  have  always  made 
substantial  and  good  recommendations  to  the  Committee.  Your  tes- 
timony is  very  detailed.  Let  me  put  the  staff  to  work  and  see  what 
we  can  do. 

I  am  impressed  by  the  losses  in  the  field  but  it  is  going  to  take 
study  of  what  you  have  said  between  now  and  markup.  We  will  try 
to  address  the  problem. 

I  appreciate  your  coming  before  the  Committee.  Your  entire 
statement  will  be  in  the  record. 

[The  statement  of  Mr.  Rivera  follows:] 
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The  American  Association  of  Nurse  Anesthetists  (AANA)  is  the  professional  association  that 
represents  over  25,000  certified  registered  nurse  anesthetists  (CRNAs),  which  is  96  percent  of 
the  nurse  anesthetists  in  the  United  States.  The  AANA  appreciates  the  opportunity  to  provide 
testimony  regarding  the  shortage  of  CRNAs  in  the  military  and  to  make  recommendations 
regarding  ways  to  recruit  and  retain  CRNAs  within  the  military.  We  would  also  like  to  thank 
this  committee  for  tiie  help  it  has  given  us  in  trying  to  assist  the  Department  of  Defense  (DoD) 
and  each  of  the  Services  to  recruit  and  retain  CRNAs.  Our  testimony  will  address  the 
following  issues:  manpower,  pay,  practice,  and  education. 


Manpower 

Current  Status  of  CRNA  Force  Nationally 

The  shortage  of  CRNAs  in  the  military  is  affected  by  the  overall  shortage  of  CRNAs 
throughout  the  United  States.  As  reported  in  the  1990  Health  Economics  Research  study, 
mandated  by  the  congressional  appropriations  committees,  there  was  a  national  shortage  of 
6,000  CRNAs  for  1990,  or  a  13.6  %  shortfall.  It  further  reported  the  need  for  30,000  CRNAs 
by  the  year  2000,  and  over  35,000  CRNAs  by  the  year  2010.  Over  the  past  two  years,  the 
number  of  graduates  from  CRNA  education  programs  has  increased,  but  not  enough  to  meet 
the  demand. 

Current  Status  of  CRNA  Force  in  the  DoD 

In  all  the  Services,  maintaining  adequate  numbers  of  active  duty  CRNAs  is  of  utmost  concern. 
Current  statistics  compiled  by  the  military  in  response  to  the  DoD  Appropriations  Act  for  1993 
indicate  a  growing  CRNA  Mortage  in  the  military,  particularly  in  tiie  Army  and  Air  Force. 
The  table  below  shows  FY92  CRNA  (active  component)  end  strengths  by  Service. 

NURSE  CORP  (CRNAs) 

FY92  END  STRENGTH 

(ACTIVE  COMPONENT) 


S££YI££ 

BEQ 

AUTH 

mv 

DELTA 

ARMY 

574 

303 

231 

(-72) 

NAVY 

170 

152 

123 

(-29) 

AIR  FORCE 

265 

265 

214 

(-51) 

DoD  1,009  720  568  (-152) 

REQ  (Requirements)  =  Progiammed  End  Strength 
AUTH  (Authorizations)  -  Budgeted  End  Strength 
INV  (Inventory)  =  Actual  End  Strength 
DELTA  =  Authorizations  minus  Inventory 
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Data  from  the  Services  showing  the  mean  years  of  service  for  CRNAs  in  their  respective 
grades  indicates  a  lack  of  distribution  throughout  the  grades.  With  the  mean  so  close  to  the  20 
year  point,  the  severity  of  the  shortage  is  likely  to  increase  as  further  retirements  occur.  This 
points  to  both  a  recruitment  and  retention  problem.  DoD  reports  that  military  nurses  generally 
attend  anesthesia  school  between  their  fourth  and  eighth  years  of  service.  Current  mean  years 
of  service  for  active  duty  CRNAs  by  grade  level  are: 

Grade  level  Years  of  service  (mean^ 

0-4  16  years 

0-5  19.5  years 

0-6  27  years 

In  addition,  data  shows  that  CRNA  losses  have  consistently  exceeded  gains.  Since  FY88, 
Army  and  Air  Force  losses  have  exceeded  gains  by  57  (Army  22,  Air  Force  35).  Projected 
CRNA  status,  as  compiled  by  the  Army,  further  indicates  the  increasing  shortage  as  reflected 
in  a  comparison  of  authorized  versus  actual  inventory  of  CRNAs. 

NURSE  CORPS  (CRNAs) 

PROJECTED  END  STRENGTH 

AUTHORIZATIONS/INVENTORY/DELTA 

(ACTIVE  COMPONENT) 


iiervice 


FY93 


ARMY 

III 

296 
210 
(-86) 

NAVY 

Auth 

Inv 

Delta 

142 
135 

(-7) 

AIR  FORCE 

Auth 

Inv 

Delta 

293 
209 
(-84) 

DoD 

III 

731 
554 
(-177) 

FY94 

296 
211 
(-85) 

143 
138 
(-5) 

293 
203 
(-90) 

732 
552 
(-180) 


FY95 

315 
212 
(-103) 

143 
142 
(-1) 

293 
197 
(-96) 

751 
551 
(-200) 


FY% 

315 
208 
(-107) 

143 

142 
(-1) 

293 
191 
(-102) 

751 
541 
(-210) 


FY97 

315 
199 

(-116) 

147 
142 
(-5) 

293 
185 

(-108) 

755 
526 
(-229) 


FY98 

315 
189 
(-126) 

147 
142 
(-5) 

293 
179 
(-114) 

755 
510 
(-245) 


Auth  (Authotizations)  =  Budgeted  End  Strength 
Inv  (Inventory)  =  Actual  End  Strength 
Delta  =  Authorizations  minus  Inventory 

CRNA  Practice  in  the  Services 

A  comparison  of  civilian  versus  military  CRNA  practice  shows  the  uniqueness  of  military 
service.  Military  CRNAs  must  possess  a  specialized  body  of  knowledge  which  will  enable 
them  to  perform  both  peacetime  and  mobilization  roles.  Their  scope  of  practice  must  include 
all  types  of  anesthesia,  including  regional  anesthesia,  and  proficiency  with  austere  mobilization 
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anesthesia  equipment  which  would  rarely  be  seen  by  a  civilian  CRNA.  Critical  thinking  and 
the  ability  to  Unction  autonomously  in  remote  locations  is  required  of  all  military  CRNAs. 
Multiple  administrative  duties,  leadership  responsibilities,  and  supervision  of  personnel  are  a 
part  of  normal  military  CRNA  practice,  rather  than  an  additional  duty  which  might  warrant 
extra  compensation  in  the  civilian  sector.  The  work  week  for  military  CRNAs  can  include 
20+  hours  more  than  their  civilian  counterparts.  On-call  military  work  is  frequently  every  2-3 
days,  with  field  or  ship  duty  as  required.  Civilian  CRNAs  who  have  job  expectations  which 
include  overtime,  on-call,  and  other  special  skills  and  responsibilities,  also  have  supplementary 
compensation  which  corresponds  to  these  duties.  In  addition,  civilian  tuition,  continuing 
education,  health  care,  retirement,  bonuses,  and  other  benefits  often  equal  or  exceed  those 
offered  by  the  military. 

Therefore,  it  is  not  surprising  that  the  private  sector's  practice  environment,  pay,  and  potential 
for  advancement  is  very  alluring  to  military  CRNAs.  Hospitals,  clinics,  and  groups  seek  to 
employ  or  contract  with  CRNAs  who  have  die  broadest  experience  and  expertise,  which  points 
to  the  military  trained  CRNA.  Retirement  benefits  are  not  sufficient  to  maintain  an  adequate 
supply  of  CRNAs  in  the  military.  And  although  there  is  a  clear  intent  to  downsize  the  number 
of  military  personnel  generally,  this  does  not  create  a  concomitant  need  to  decrease  the  number 
of  anesthesia  providers.  The  health  care  needs  of  military  personnel  and  their  families  must 
still  be  met.  Without  additional  incentives,  the  drain  of  CRNAs  from  the  military  will 
continue  and  risk  mobilization  capability. 


Ebx 

In  the  early  1980s,  once  military  CRNAs  reached  the  grade  of  major  (0-4  grade)  with  12-14 
years  service,  they  could  expect  their  salary  and  fringe  benefits  to  match  that  of  the  average 
employed  CRNA  in  the  civilian  workforce.  Due  to  significant  increases  in  civilian  CRNA 
income  in  the  past  few  years,  military  pay  and  fringe  benefits  are  no  longer  comparable  to 
civilian  CRNA  pay  and  fiinge  benefits. 

Civilian  Compensation  Data 

The  AANA  Membership  Survey  for  Fiscal  Year  1992  provided  the  following  data  for  CRNAs 

mean  gross  annual  salary/income  by  type  of  employment  arrangement  for  calendar  year  1990: 

Employment  Arrangement  Average  Annual  Salary 

Hospital  $  75,233 

University  $  71,340 

CRNA/MDA  group  $  71,079 

Self-employed  $111 ,377 

CRNA  group  $105,319 

Office,  clinic,  surgicenter  $  69,115 

Locum  Tenens  $  91,447 

Additionally,  tangible  benefits  add  up  to  30%  to  the  rqwrted  salaries  for  CRNAs  in  civilian 
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employment.  The  survey  also  found  that  CRNAs  were  given  bonuses  on  top  of  their  base 
salary  and  benefits.  Data  indicated  the  range  of  bonuses  given  to  CRNAs  in  civilian 
employment  settings  for  1990  was  $3,827  -  $18,845. 

Military  Compensation  Data 

The  latest  military  compensation  data,  as  published  in  the  January  1993  Army  Times,  showed 

the  following  "salary"  range  for  each  of  the  above  referenced  grades: 

Grade  level  Salary  range  (6  yr.  -  26  vr.l 

0-4  $49,946  -  $62,677 

0-5  $56,554  -  $74,682 

0-6  $65,195 -$88,199 

(The  figures  combine  Basic  Pay,  Basic  Allowance  for  Quarters,  Basic  Allowance  for  Subsistence  and  the  average 
Variable  Housing  Allowance.   It  also  includes  the  tax  advantage  from  untaxed  allowances.) 

Additionally,  tangible  benefits  for  the  military  includes  vacation,  medical/dental,  and  other 
programs  which  are  intended  to  assist  in  retention,  but  are  not  received  if  separation  from  the 
Service  occurs.  Military  CRNAs  who  agree  to  remain  on  active  duty  for  a  period  of  at  least 
one  year  can  qualify  for  the  annual  $6,000  Incentive  Special  Pay  (ISP)  bonus. 

CHAMPUS  Partnership  and  Personal  Services  Contracts 

Army  CRNAs  often  work  next  to  their  civilian  colleagues  in  Army  hospitals  who  are 
CHAMPUS  partners  or  on  personal  services  contracts,  due  to  the  lack  of  anesthesia  personnel 
to  handle  the  large  workload.  With  the  new  DoD  policy  relating  to  regional  anesthesia  (labor 
epidurals),  which  increases  the  availability  of  this  service,  the  CRNA  shortage  in  the  military 
will  likely  increase  in  severity.  A  survey  of  the  U.S.  Army  Hospitals  in  Health  Services 
Command  revealed  the  following  CRNA  salaries  paid  to  civilian  CRNAs  in  1992  working  in 
Health  Services  Command  facilities: 

1.  General  Scale  (GS)  employee:  Only  eight  of  22  authorizations  were  filled  at  an 
annual  salary  of  $51,000  (GS  12).  Facilities  report  that  GS  salaries  are  not 
competitive  in  the  community  and  that  as  long-time  employees  retire  and  family 
members  of  AC  servicemen  are  reassigned,  the  vacant  positions  cannot  be  filled. 

2.  Personal  services  contract  employee:  A  total  of  10  contracts  written  at  an  average 
annual  salary  of  $89,145,  amounting  to  an  expenditure  of  over  $890,000. 
Depending  on  the  contract,  these  CRNAs  typically  work  weekdays  with  no  on-call 
duties,  or  other  administrative,  supervisory,  or  teaching  responsibilities. 

3.  CHAMPUS  partnership  employee:  27  CHAMPUS  partners  earned  a  total  of 
$4,178,165  or  an  average  of  $125,528  per  CRNA.  CHAMPUS  partners  typically 
work  weekdays  with  no  on-call  duties,  or  other  administrative,  supervisory,  or 
teaching  responsibilities. 
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Bonuses  Given  to  Military  Anesthesiologists 

Medical  Bonuses  $15,000 

ISP  for  1993  $29,000 

Variable  Special  Pay  $12,000 

Board  Certification  Bonus  $  2.500 

Total  Bonuses  Available  $58,500 

Bonuses  Given  to  Military  CRNAs 

Current  active  duty  financial  incentives  for  CRNAs  include  a  $6,000  annual  ISP  bonus. 
Current  reserve  financial  incentives  for  some  CRNAs  include  a  $10,000  selected  reserve 
recruitment  bonus.  While  the  above  incentives  help,  the  current  $6,000  ISP  for  active  duty 
CRNAs  is  insufficient  to  retain  senior  CRNA  officers  until  at  least  20  years.  As  previously 
stated,  the  Army  Nurse  Corps  is  projected  to  be  at  76%  of  authorized  CRNA  end  strength  for 
1992;  or  231  in  the  active  duty  inventory  for  303  authorizations.  DoD  projections  for  the  next 
five  years  indicate  that  CRNA  losses  will  continue  to  outpace  gains.  In  reality,  increasing  the 
CRNA  ISP  is  much  less  expensive  in  the  long  run  than  contracting  with  civilian  CRNAs  for 
their  services  at  a  higher  cost,  which  is  becoming  a  new  trend. 

The  current  CRNA  ISP  budget  for  FY93  is  $4,068,000.  Projecting  the  maximum  utilization, 
increasing  the  CRNA  ISP  from  $6,000  to  $15,000  is  estimated  by  the  military  to  require 
additional  funds  of  $6,102,000.  The  $6,102,000  figure  assumes  that  100%  authorizations 
were  filled  and  all  officers  took  the  ISP.  However,  based  on  data  since  the  inception  of  the 
CRNA  ISP  in  1990,  approximately  85%  of  the  eligible  officers  took  the  ISP.  Therefore,  the 
more  realistic  cost  of  increasing  the  CRNA  ISP  from  $6,000  to  $15,000  would  be  $5,186,700, 
which  is  almost  the  exact  amount  that  DoD  has  spent  on  personal  service  contracts  and 
CHAMPUS  partnerships  for  37  CRNAs.  The  AANA  submits  that  it  would  be  wiser  to  use 
the  $5,186,000  to  increase  the  ISP  to  $15,000,  and  rather  than  spending  it  on  personal 
service  contracts  and  CHAMPUS  partnershi|K.  This  would  improve  the  CRNA 
recruitment  and  retention  efTorts  by  the  Services. 

In  addition,  the  authority  also  exists  for  DoD  to  award  special  pay  for  other  military  nurses  in 
critical  shortage  areas  of  practice,  such  as  nurse  midwifery.  The  AANA  supports  our  nursing 
colleagues  also  receiving  special  retention  pay,  as  warranted. 

Recommendations: 

1.  The  $6,000  annual  ISP  for  CRNAs  should  be  increased  to  $15,000  in  order  to  be 
competitive  with  the  civilian  sector.  This  is  merely  a  reallocation  of  monies  that  are 
currently  being  spent  on  CRNA  personal  service  contracts  and  CHAMPUS 
partnerships.  Periodic  examination  of  the  effect  of  this  bonus  should  be  undertaken. 

2.  Other  nurses  in  critical  shortage  areas  of  practice  should  also  receive  special  pay  as  a 
retention  tool. 
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Practice  Issues 

A  March  1989  report  to  Senator  Daniel  K.  Inouye  (D-HI)  by  the  General  Accounting  Office 
entitled  "DoD  Health  Care:  Issues  Involving  Military  Nurse  Specialists"  included  information 
on  CRNA  concerns  about  their  scope  of  practice  in  military  hospitals  and  the  degree  of 
anesthesiologist  supervision  required.  In  April  of  1990,  the  DoD  submitted  to  the  Senate  and 
House  Committees  on  Armed  Services  the  congressionally  mandated  "Report  on  Military  Use 
of  Registered  Nurse  Anesthetists".  The  report  described  restrictions  that  DoD  places  on 
CRNAs.  It  noted  that  a  1983  DoD  Directive  6025.2,  "Nonphysician  Health  Care  Providers", 
that  detailed  requirements  for  physician  supervision  of  CRNAs  was  rescinded  in  1988.  At  the 
present  time,  the  following  three  directives  in  the  areas  of  quality  assurance,  licensure,  and 
credentials  provide  the  framework  for  health  care  policy  in  the  DoD  medical  system:  1).  DoD 
Directive  6025.13,  "Medical  Quality  Assurance",  2).  DoD  Directive  6025.6,  "Licensure  of 
DoD  Health  Care  Providers",  and  3).  DoD  Directive  6025.11,  "Health  Care  Provider 
Credentials  Review  and  Clinical  Privileging",  which  also  specifies  supervision  and  scope  of 
practice  requirements. 

The  report  notes  that  DoD  policy  does  not  require  direct  supervision  of  CRNAs  by 
anesthesiologists,  nor  does  it  restrict  CRNA  practice  to  selected  procedures.  Rather,  it 
authorizes  hospital  commanders  to  make  decisions  about  the  level  of  independent  care  provided 
in  military  treatment  facilities.  AANA  is  concerned  that  in  reality  this  often  results  in 
unnecessary  supervision  and  practice  restrictions  placed  on  CRNAs,  increased  costs  to  the 
Services,  as  well  as  limited  opportunities  for  CRNAs  to  maintain  advanced  clinical  skills. 

The  report  recognized  that  problems  do  exist  by  stating,  "The  Military  Services  have  not 
revised  CRNA  guidelines  to  reflect  current  DoD  policy  as  stated  in  DoD  Directives  6025.11, 
6025.13,  and  6025.6.  An  effort  to  update  policy,  clarify  scope  of  practice,  and  enhance 
communication  must  be  undertaken  to  resolve  nurse  and  physician  concerns,  many  of  which 
seem  to  result  ft-om  outdated  or  erroneous  information... Given  the  critical  importance  of  this 
group  of  providers,  the  Assistant  Secretary  of  Defense  (Health  Affairs)  will  direct  each  Service 
to  expedite  a  joint  review  of  guidance  to  improve  the  critical  and  cooperative  working 
relationship  of  these  two  categories  of  patient  care  professionals.  Each  Service  will  be  asked 
to  address  the  concerns  highlighted  in  this  report:  supervision,  monitoring  and  evaluation, 
scope  of  practice,  and  the  granting  of  clinical  privileges. " 

A  critical  component  to  guideline  revision,  enhanced  communication,  and  cooperative  working 
arrangements  is  the  involvement  of  all  parties  in  the  entire  decision-making  process. 
Unfortunately,  CRNAs  are  frequently  left  out  of  the  development  stage  and  brought  in  only  to 
"review  and  respond"  to  documents  which  impact  their  practice.  This  affects  morale  by 
perpetuating  a  system  which  does  not  utilize  the  CRNA's  knowledge  and  expertise. 

Recommendation: 

Development  of  Anesthesia  Practice  Standards  or  Quality  Assurance  programs  should 
include  CRNAs  in  the  developmental  stage,  and  in  the  review  of  drafts. 
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Education 

The  Health  Professions  Scholarship  Program  for  Anesthesia  Nursing  provides  financial 
assistance  to  professional  nurses  who  are  pursuing  a  master's  degree  in  anesthesia  nursing. 
The  Services  all  sponsor  two  general  categories  of  nurse  anesthesia  training:  1)  In-house 
programs  conducted  by  the  Services  and  2)  Programs  which  fully  fund,  or  provide  financial 
assistance  to,  participants  in  nurse  anesthesia  programs  conducted  by  civilian  educational 
institutions.  The  DoD  report  on  military  use  of  CRNAs  found  that  the  number  of  participants 
in  both  categories  of  nurse  anesthesia  education  programs  sponsored  by  the  military 
departments  was  180  in  1990. 

DoD  statistics  show  that  CRNA  recruitment  occurs  primarily  through  Nurse  Corps  officers 
who  choose  to  continue  their  education  and  specialize  in  nurse  anesthesia.  Student  access  to 
the  Health  Professions  Scholarship  Program  has  been  a  critical  component  to  the  recruitment 
efforts  by  the  Services.  Other  avenues  of  recruitment  of  civilian  CRNAs  into  the  Services  has 
been  virtually  impossible  since  FY90,  at  which  time  civilian  CRNA  pay  rose  sharply.  Recent 
statistics  firom  all  Services  indicate  that  the  majority  of  CRNAs  (79%)  are  produced  ft-om 
within  the  Services.  A  total  of  36  military  CRNAs  in  faculty  positions  are  required  to 
maintain  the  current  level  of  training  for  Service  CRNA  programs. 

Additionally,  the  cost  to  educate  nurse  anesthetists  is  significantly  lower  than  the  educational 
costs  for  anesthesiologists.  Becoming  a  CRNA  takes  an  average  of  27  months  additional 
education  beyond  the  nurse's  baccalaureate  education  (four  years);  while  becoming  an 
anesthesiologist  takes  a  minimum  of  12  years,  which  includes  a  four-year  residency.  1992 
data  from  the  AANA  Council  on  Accreditation  survey  of  nurse  anesthesia  programs  indicates 
that  the  average  annual  program  cost  per  student  nurse  anesthetist  is  $11,741.  The  total  cost 
for  27  months  of  CRNA  education  would  therefore  be  approximately  $26,417  ($11,741  per 
year  x  2.25  years).  According  to  1990  HCFA  data,  the  average  annual  residency  program 
cost  per  medical  resident  was  $84,837.  The  total  cost  for  a  four-year  anesthesiologist 
residency  would  therefore  be  approximately  $339,400  ($84,837  per  year  x  4  years).  AANA 
estimates  that  10  CRNAs  can  be  educated  for  the  cost  of  educating  one  anesthesiologist.  With 
the  shorter  training  period,  the  10  CRNAs  will  each  be  in  practice  for  several  years  before  the 
one  anesthesiologist  completes  his  or  her  residency.  A  federal  study  comparing  the  costs  of 
education  for  CRNAs  versus  anesthesiologists  would  provide  valuable  data  for  decision-makers 
regarding  how  to  allocate  scarce  federal  resources  to  support  health  professions  education. 

Recommendations: 

1.  A  congressionally-mandated  study  should  be  done  to  compare  the  education  costs 
of  CRNAs  versus  anesthesiologists. 

2.  Funding  should  be  available  for  additional  seats  within  military  schools  of  nurse 
anesthesia  education;  DoD  graduate  medical  education  monies  should  be  available 
to  these  nurse  anesthesia  education  programs. 


656 


Conclusion 

In  conclusion,  the  AANA  believes  that  the  recruitment  and  retention  of  CRNAs  in  the  Services 
is  of  critical  concern.  Efforts  to  alleviate  the  current  and  future  shortage  must  address 
manpower,  pay,  practice,  and  education.  Military  service  must  be  attractive  to  those 
considering  entering  the  field  of  nurse  anesthesia.  This  can  be  accomplished  through  enhanced 
educational  opportunities  currently  offered  by  DoD  and  the  addressing  of  practice  and  pay 
issues.  Increasing  the  ISP  and  involvement  of  CRNAs  in  the  development  of  anesthesia 
practice  standards  will  assist  the  Services  in  maintaining  the  military's  ability  to  meet  its 
peacetime  and  mobilization  medical  mission. 
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Thursday,  May  6,  1993. 

FEDERATION  OF  BEHAVIORAL,  PSYCHOLOGICAL  AND 

COGNITIVE  SCIENCES 

WITNESS 

DAVID  JOHNSON,  FEDERATION  OF  BEHAVIORAL,  PSYCHOLOGICAL  AND 
COGNITIVE  SCIENCES 

Introduction 

Mr.  MuRTHA.  The  next  witness  is  Mr.  David  Johnson  of  the  Fed- 
eration of  Behavioral,  Psychological  and  Cognitive  Sciences. 
Mr.  Johnson. 

Statement  of  Mr.  Johnson 

Mr.  Johnson.  Mr.  Chairman,  Members  of  the  Committee,  on 
behalf  of  the  17  scientific  societies  of  the  Federation,  I  wish  to  com- 
ment on  the  behavioral  science  appropriation  requests  for  the 
Army  Research  Institute  Basic  Research  Office,  the  Cognitive  and 
Neural  Sciences  Division  of  the  Office  of  Naval  Research  and  the 
Life  Sciencies  Division  of  the  Air  Force  Office  of  Scientific  Re- 
search. 

Let  me  begin  by  mentioning  a  fiscal  year  1993  problem  that  has 
an  impact  on  the  fiscal  year  1994  budget.  Last  year  a  special 
project  was  written  into  the  Senate  appropriation  bill  without 
adding  funds  to  pay  for  it.  Behavioral  research  offices  of  the  Army, 
Navy  and  Air  Force  were  taxed  to  pay  for  the  project.  The  Navy 
and  Air  Force  budget  are  relatively  large  and  able  to  absorb  the 
cut,  but  the  ARI  budget  is  slightly  less  than  $4  million;  $900,000 
was  taken  from  this  budget — 

Mr.  Murtha.  What  project  are  you  are  talking  about,  the  one 
that  is  added? 

Mr.  Johnson.  It  is  a  project  in  Georgia  that  has  to  do  with  com- 
puterized learning. 

Mr.  Murtha.  Was  the  project  finally  funded  out  of  the  money 
available;  is  that  what  you  are  saying? 

Mr.  Johnson.  That  is  right. 

Mr.  Murtha.  We  didn't  add  money  for  it? 

Mr.  Johnson.  No,  and  the  money  was  taken  out  of  the  existing 
budget  of  those  three  offices. 

Mr.  Murtha.  What  did  they  reduce  in  order  to  pay  for  the 
project? 

Mr.  Johnson.  I  believe  they  taxed  an  equal  amount  for  each  of 
the  services,  so  in  the  Army's  case  they  took  $900,000,  which  had 
the  effect  of  knocking  out  all  the  new  starts  in  research  for  fiscal 
year  1993.  They  tried  to  make  up  for  that  by  delaying  payments  on 
existing  contracts  and  funding  a  couple  of  projects,  but  they  are  in 
the  state  now  where  there  is  a  whole  cohort  of  projects  that  will  be 
knocked  out  of  line 

Mr.  Murtha.  How  much  did  it  take  to  fund  the  project? 

Mr.  Johnson.  I  think  it  was  about  $3  million.  I  could  get 
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Mr.  MuRTHA.  And  the  budget  was  how  much  last  year?  I  am 
tr3ring  to  get  some  idea  of  what  you  are  talking  about — a  3  percent 
cut  from  a  $94  million  budget? 

Mr.  Johnson.  I  am  talking  about  a  25  percent  cut  from  a  $4  mil- 
lion budget. 

Mr.  MuRTHA.  So  they  had  to  cut 

Mr.  Johnson.  They  cut  equally  from  each  of  the  branches. 

Mr.  MuRTHA.  You  are  talking  about  an  across-the-board  cut  to 
take  care  of  this  one  project.  You  are  recommending  6.1  and  6.2  be 
fully  funded  and  these  may  be  good  projects,  but  funding  needs  to 
be  put  in? 

Mr.  Johnson.  That  is  the  point.  I  am  asking  that  in  this  year's 
budget  enough  be  put  into  the  ARI  budget  to  make  up  for  this. 

Mr.  MuRTHA.  We  will  take  a  look  and  see  if  we  can  help  out 
here.  We  realize  that  happens  sometimes.  Usually  it  is  a  much 
larger  pot  and  doesn't  have  nearly  the  impact.  That  is  a  serious 
problem. 

Mr.  Johnson.  That  is  the  big  one.  It  does  put  a  crimp  in  people's 
work. 

Mr.  MuRTHA.  Thank  you  very  much  for  coming  in,  Mr.  Johnson. 

[The  statement  of  Mr.  Johnson  follows:] 
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Chairman  Murtha,  members  of  the  Subcommittee,  the  Federation  of  Behavioral, 
Psychological  and  Cognitive  Sciences  is  a  coalition  of  17  scientific  societies  and  some 
150  university  graduate  departments  and  research  centers.   The  scientists  of  the 
Federation  carry  out  research  on  all  aspects  of  human  behavior.   Much  of  their 
research  has  direct  relevance  to  military  decision  making,  to  development  of  special 
purpose  computers  and  robotics,  and  to  armed  forces  personnel  selection,  training, 
placement  and  performance.    Resources  to  support  this  work  by  our  scientists  is 
provided  by  the'Army  Research  Institute  Basic  Research  Office,  by  the  Cognitive  and 
Neural  Sciences  Division  of  the  Office  of  Naval  Research  and  by  the  Life  Sciences 
Division  of  the  Air  Force  Office  of  Scientific  Research.   We  wish,  therefore,  to 
comment  on  the  behavioral  science  appropriation  requests  for  these  three  offices. 

We  begin  by  bringing  to  the  Subcommittee's  attention  a  problem  that  arose  in 
the  FY93  budget.   It  happens  from  time  to  time  that  a  senator  or  representative  is 
aware  of  a  particularly  worthy  project  in  his  or  her  home  district  or  state  that  is  not 
provided  for  in  a  relevant  part  of  the  Federal  budget.  The  representative  or  senator 
may  correct  that  oversight  by  writing  the  project  into  the  relevant  budget.  That 
happened  last  year  with  respect  to  the  defense  basic  research  budget.   Unfortunately, 
while  the  project  was  written  in,  no  funds  to  pay  for  it  were  included.  As  a  result,  the 
research  offices  of  the  Army,  Navy  and  Air  Force  were  taxed  to  gather  funds  to 
support  the  project.  While  the  budget  deductions  at  the  Navy  and  Air  Force  were 
painful  to  absorb,  they  were  not  devastating.  That  was  not  the  case  at  the  Army 
Research  Institute.  Approximately  $900,000  were  removed  from  the  ARI  Basic 
Research  Office  6.1  budget.  That  office's  total  6.1  budget  is  normally  about  $3.5 
million.  One-fourth  of  the  office's  budget,  in  other  words,  was  taken  to  pay  for  this  one 
project.  ARI  normally  devotes  approximately  $1  million  of  its  annual  budget  to  new 
research  projects  and  the  rest  to  continuation  funding  of  ongoing  research.  That  $1 
million  normally  funds  about  1 0  new  starts  each  year.  The  effect  of  taking  the 
$900,000  was  to  make  it  impossible  for  ARI  to  fund  new  research  projects  in  FY93. 
The  loss  of  a  complete  cohort  of  projects  is  a  very  serious  loss,   it  was  a  blow  that 
ARI  administrators  struggled  hard  to  soften.  By  delaying  payments  to  ongoing 
contracts,  it  was  possible  to  fund  a  few  new  starts.   But  this  is  literally  a  case  of 
robbing  Peter  to  pay  Paul.  The  ARI  basic  behavioral  research  budget  is  under  a  great 
deal  of  stress  as  a  result  of  this  precipitous  loss  in  funding,  and  we  ask  the 
Subcommittee  to  be  sensitive  to  this  problem  as  it  considers  the  FY94  budget  request. 
A  one-time  addition  of  $1.15  million  to  the  ARI  basic  behavioral  research  budget  would 
allow  funding  of  the  contracts  whose  support  was  put  in  question  and  would  relieve 
the  pressure  on  existing  contracts  that  has  occurred  as  the  result  of  delayed 
payments. 

We  argued  before  this  Subcommittee  last  year  that  as  the  overall  defense 
budget  is  cut  and  as  the  number  of  people  in  uniform  decreases,  it  will  be  necessary 
to  make  the  best  possible  use  of  those  personnel  who  remain.   In  such  an 
environment,  behavioral  research  is  more  necessary  than  it  has  ever  been  because  it 
is  this  research  that  enables  the  best  use  of  remaining  personnel.  It  is  this  research 
that  develops  machine  altematives  to  humans  for  some  applications  freeing  personnel 
for  other  tasks.  And  this  research  also  assures  that  humans  will  be  able  to  use  the 
complex  hardware  of  the  modern  armed  forces. 
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Our  argument  appears  to  be  consistent  with  the  thinking  of  the  Approphations 
Committee  and  Secretary  Aspin  since,  with  the  exception  of  ARI,  support  for  these 
research  programs  has  not  declined  even  though  other  aspects  of  the  R&D  budget 
have  declined.   With  the  exception  of  the  shortfall  we  have  just  noted  at  ARI,  and  a 
further  anticipated  r'^duction  in  ARI's  FY94  request,  we  are  in  the  enviable  position  of 
urging  the  Subcommittee  to  support  the  President's  request  for  behavioral  research 
funding.   The  budget  numbers  for  behavioral  research  supported  by  ARI,  ONR  and 
AFOSR  are  small  enough  that  they  are  all  but  invisible  against  the  backdrop  of  even  a 
reduced  defense  budget.   For  the  record,  ARI  requests  $3.2  million  for  6.1  behavioral 
research,  and  $2,438  million  for  the  Small  Business  Innovation  and  Research 
program.   The  $3.2  million  represents  a  significant  reduction  from  the  FY93  level  of 
$3.45  million.  Our  request  that  you  consider  adding  $1.1  million  to  the  ARI  budget 
takes  account  both  of  the  shortfall  in  FY93  and  the  anticipated  cut  in  FY94.  ONR 
requests  $17.5  million  for  its  6.1  work  in  cognitive  and  neural  science.   It  also 
manages  two  Defense  Advanced  Research  Projects  Agency  programs  whose 
combined  costs  are  $6.5  million.  And  AFOSR  requests  $48,105  million  for  life  and 
environmental  sciences  research  as  well  as  $1 1 .407  million  for  a  special  project  on 
human  performance. 

Given  that  at  least  two  of  these  budgets  are  rising  slightly  over  FY93  while 
many  other  portions  of  the  defense  budget  are  falling,  it  is  fair  to  ask  what  this  money 
is  buying.   In  this  testimony  I  want  to  give  you  a  thumbnail  sketch  of  just  some  of  the 
uses  of  this  money.   I  hope  the  examples  will  demonstrate  that  the  money  is  being 
well  spent. 

Secretary  Aspin  has  made  it  dear  that  dual  use  technology  is  to  be  a  goal  of 
military  R&D  efforts.  Many  of  the  behavioral  research  projects  for  which  support  is 
sought  address  questions  whose  answers  are  of  equal  value  in  military  and  civilian 
applications.   In  fact,  this  research  was  producing  dual  use  applications  long  before 
such  applications  became  a  defense  department  priority.  One  such  current  project  is 
the  ONR-managed  DARPA  project  which  was  just  mentioned.   Long  ago,  DARPA 
began  to  invest  in  research  to  develop  computers  that  could  understand  natural 
language.   It  turned  out  that  this  was  a  daunting  task,  and  the  work  was  all  but 
abandoned  for  a  time.   But  DARPA's  initial  work  formed  the  research  base  for  further 
development  of  this  technology  outside  the  military.  The  combination  of  military  and 
civilian  research  has  now  brought  researchers  close  to  solving  the  problems  involved 
with  computer  processing  of  natural  language.  Anyone  who  has  visited  a  computer 
store  recently  has  seen  the  first  rudimentary  civilian  products  from  this  research. 
These  are  computers  that  can  act  on  simple  spoken  commands.  This  technology  is 
being  applied  in  a  host  of  military  applications,  including  computers  on  military  aircraft 
that  respond  to  voice  commands. 

ONR  has  also  been  a  leader  in  basic  research  on  neural  networks.  This 
research  is  aimed  first  at  understanding  how  the  brain  receives,  processes,  stores  and 
retrieves  information  and  then  at  using  this  knowledge  to  build  special  purpose 
computer  chips  that  imitate  aspects  of  human  information  processing.  Again,  neural 
network  research  has  a  great  variety  of  civilian  and  military  applications.  ONR  is 
working  right  now  to  apply  this  research  to  classification  of  sonar  signals.  On  the 
civilian  side,  neural  network  technology  is  used  in  airport  devices  that  detect  plastic 
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explosives  hidden  in  luggage.  An  important  aspect  of  neural  network  circuitry  and 
software  is  tfiat  tfie  technology  can  learn  from  experience.   Because  of  this  quality,  it 
will  eventually  be  possible  to  produce  a  variety  of  machines  for  civilian  and  military  use 
that  become  better  at  their  task  over  time. 

These  two  areas  of  research  are  somewhat  exotic.   Much  of  the  behavioral 
research  that  is-supported  through  the  defense  budget  is  aimed  at  answering 
questions  that  face  personnel  supervisors  in  military  and  civilian  organizations 
everyday.   In  this  regard,  ARI,  has  been  funding  research  on  factors  that  motivate 
effective  human  performance  in  organizations.   For  example,  researchers  have  found 
that  a  single  directive  given  by  a  supervisor  to  two  personnel  from  widely  divergent 
backgrounds  is  both  understood  and  acted  on  differently  by  the  two  individuals.  The 
researchers  are  experimenting  with  ways  to  maximize  the  effectiveness  of  supervisors 
who  must  direct  the  work  of  an  organization  with  heterogeneous  personnel.   Military 
units  and  civilian  businesses  are  both  organizations  of  human  beings.  What  ARI 
researchers  are  leaming  about  increasing  the  productivity  of  military  organizational 
units  can  be  applied  directly  to  improving  the  productivity  of  businesses  that  employ 
personnel  from  widely  varying  cultural  backgrounds.  The  outcome  of  such  research 
can  lead  to  better  understanding  of  ways  to  manage  a  labor  force  made  up  of 
individuals  with  diverse  social  and  cultural  backgrounds.  This  is  especially  important, 
since  the  demographics  of  our  country's  population  make  it  clear  that  the  labor  force  is 
becoming  increasingly  heterogeneous. 

How  to  downsize  properly  is  a  matter  of  overriding  concern  in  the  defense 
department  currently.   To  try  to  approach  this  problem  from  a  base  of  knowledge,  ARI 
has  recently  pulled  together  its  findings  from  research  on  adjusting  the  size  of 
organizations.  Their  document  on  downsizing  is  being  read  widely  in  the  Defense 
Department.  And  the  approaches  the  research  suggests  for  accomplishing  effective 
downsizing  are  being  applied  to  the  downsizing  of  CECOM,  the  Communications  and 
Electronics  Command.  ARI's  technical  training  branch  is  also  using  the  information  to 
show  officers  how  to  manage  downsizing  effectively.  This  issue  of  downsizing  is  not 
solely  a  concern  of  the  military.   Many  American  corporations  are  faced  with  the  same 
problem.  To  aid  the  corporate  sector  in  this  task,  much  of  the  research  ARI  has 
supported  over  the  years  in  this  area  has  been  combined  with  civilian  research  in  the 
area  and  published  in  a  major  book  called  Organizational  Ciiange  and  Redesign. 
The  book,  and  the  ARI  document,  outline  several  approaches  to  downsizing  that 
research  has  shown  to  be  effective. 

A  major  concern  of  those  charged  with  assuring  the  effectiveness  of  the  armed 
forces  as  they  are  being  downsized  is  that  this  process  not  result  in  what  Secretary 
Aspin  has  called  "hollow  forces."  This  is  a  situation  in  which  the  organizational 
structure  of  the  military  has  been  preserved,  but  the  numbers  of  personnel  within  each 
organizational  unit  have  been  decimated  to  the  point  where  the  units  are  no  longer 
prepared  to  do  their  job.  One  aspect  of  preventing  this  "hollow  force"  situation  is  to 
eliminate  whole  divisions  rather  than  maintaining  the  divisions  with  an  insufficient 
number  of  personnel.   But  another  aspect  of  maintaining  readiness  is  making  better 
use  of  the  personnel  who  remain.  To  accomplish  this,  the  skills  of  individuals  must  be 
well  understood  as  must  personal  traits  such  as  the  ability  of  the  individual  to  perform 
under  high  stress.  Those  skills  and  personal  characteristics  must  be  matched  with  the 
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tasks  and  the  organizational  units  for  which  each  individual  is  best  suited.   A  high  level 
of  training  must  be  delivered  in  a  reasonable  time  period.   And  careful  consideration 
must  be  given  to  replacing  humans  with  machines  wherever  this  is  feasible  so  that 
remaining  personnel  can  be  employed  at  tasks  that  only  humans  can  perform.   Finally, 
it  must  determined  how  often,  and  in  what  manner,  combat-related  skills  must  be 
practiced  to  assure  that  they  will  be  available  when  the  time  comes  to  use  them  in 
earnest.   Those  questions  are  precisely  the  kinds  of  questions  the  behavioral  research 
units  of  the  Army,  Navy  and  Air  Force  are  equipped  to  handle.   Here  are  some 
specific  ways  they  are  addressing  the  problems  related  to  downsizing. 

In  a  smaller  military,  choices  about  leadership  become  critical.   It  is  more 
necessary  than  ever  to  put  the  hght  officers  in  the  right  places  at  the  right  times.   ARI 
has  produced  25  years  of  research  on  leadership  to  make  that  possible,  and  it  has 
recently  synthesized  the  results  of  those  years  of  research.   In  so  doing,  it  has 
revealed  both  the  complexity  of  selecting  and  placing  effective  leaders  and  the  means 
to  manage  that  complexity  successfully.  The  research  shows  that  not  all  leaders  are 
good  for  all  purposes.  To  achieve  effective  leadership,  it  is  necessary  to  know  the 
intellectual  capacity  and  personal  characteristics  of  the  prospective  leader.   Just  as 
importantly,  it  is  necessary  to  know  how  that  leader  is  to  be  used.   And  it  is  necessary 
to  train  the  right  leader  in  the  right  way  for  the  functions  he  or  she  is  to  perform. 
Leaders  who  have  high  aptitude  test  scores,  for  example,  tend  not  to  be  good  leaders 
in  high  stress  situations  because  they  tend  to  overanalyze  their  choices.   They  are, 
however,  more  effective  leaders  in  low-stress  situations  than  are  leaders  with  lower 
aptitude  scores.   Out  of  the  research  have  come  methods  for  selecting  potential 
leaders  with  particular  qualities,  for  training  these  leaders  in  special  ways  to  assure 
that  those  particular  qualities  are  enhanced,  and  for  placing  the  leaders  in  the 
particular  leadership  positions  at  which  they  will  perform  best. 

As  the  defense  budget  is  reduced,  the  cost  of  readiness  training  becomes  of 
greater  concern.   Field  maneuvers  are  very  expensive.  Work  that  behavioral 
researchers  have  been  doing  on  what  the  military  calls  "Distributed  Interaction 
Simulation"  and  what  those  in  the  civilian  sector  call  "Distance  Learning"  is  pointing 
the  way  to  maintaining  readiness  at  greatly  reduced  cost.   By  using  computers  with 
sophisticated  simulation  pograms  at  each  of  the  bases  that  would  normally  be 
deploying  troops  for  a  field  maneuver,  it  is  possible  to  have  personnel  who  are 
continents  apart  participate  in  simulated  maneuvers  without  ever  having  to  leave  their 
bases.  There  will  always  be  a  need  for  real  field  maneuvers,  but  a  great  deal  of 
expertise  in  the  technical  aspects  of  combat  can  be  gained  through  distributed 
interaction  simulation,  thus  reducing  the  cost  of  readiness  training  while  allowing  for 
the  exercise  of  combat  skills  more  routinely  than  would  be  possible  through  actual  field 
maneuvers. 

The  technology  that  enables  distributed  interaction  simulation  has  potential 
widespread  application  for  education  and  training  purposes  in  the  civilian  sector.   Rural 
areas  where  students  would  normally  not  have  access  to  highly  skilled  trainers  or  to 
teachers  with  specialized  expertise  could  receive  training  or  education  of  high  quality 
through  use  of  this  technology.   In  a  sense,  military  reservists  are  like  rural  students. 
The  bases  to  which  reservists  report  are  often  not  equipped  to  afford  the  reservists 
with  specialized  training.  A  special  Army  unit  in  Boise,  Idaho  is  taking  advantage  of 
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distributed  interaction  simulation  technology  to  put  together  training  packages  in  a 
variety  of  skills  for  reservists.  Through  these  computehzed  packages,  it  will  be 
possible  to  offer  specialized  training  at  any  reservist  site  in  the  country. 

As  Desert  Storm  illustrated,  it  is  likely  that  future  combat  missions  will  involve 
troops  of  a  variety  of  nationalities  and  language  backgrounds  fighting  as  allies.  The 
ability  to  communicate  in  languages  other  than  English  becomes  very  important  in 
such  situations.   But  this  country  has  never  been  very  good  at  teaching  its  citizens, 
military  or  civilian,  to  use  languages  other  than  English.  Scientists,  including 
specialists  in  behavior  analysis,  have  been  funded  with  defense  dollars  to  find  ways  to 
train  personnel  quickly  in  the  use  of  another  language  and  to  train  them  in  a  way  that 
assures  retention  of  the  learning  over  time.   By  marrying  research-based  knowledge  of 
how  humans  process  and  store  information,  with  computer  technology,  it  has  been 
possible  to  create  software  that  can  answer  military  needs  to  communicate  well  in 
languages  other  than  English.  And  it  is  obvious  that  this  same  technology  is  ripe  for 
use  in  civilian  classrooms. 

The  behavioral  research  programs  of  the  Army,  Navy  and  Air  Force  have  long 
been  directed  at  supplying  the  research-based  knowledge  necessary  to  make  the  best 
use  of  human  resources.  Of  course,  it  has  always  been  desirable  to  have  an  efficient, 
effective  armed  force.   But,  when  the  ranks  of  those  in  uniform  was  swelling  rather 
than  shrinking,  what  was  not  accomplished  by  solid,  research-based  decision  making 
about  personnel  could  be  accomplished  by  sheer  force  of  numbers.  When  one  person 
was  found  to  be  inadequate  in  a  given  position,  there  were  others  in  line  to  take  that 
person's  place.  That  luxury  is  past.  What  could  once  be  accomplished  with 
redundance  must  now  be  accomplished  with  careful  planning.  That  is  why  the  work  of 
the  behavioral  research  units  of  the  Army,  Navy  and  Air  Force  is  more  important  to  the 
success  of  the  armed  forces  today  than  it  has  ever  been.  That  is  why  their  work  is 
worthy  of  your  continued  strong  support. 

We  thank  the  Subcommittee  for  this  opportunity  to  present  our  views. 
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Thursday,  May  6,  1993. 
AMERICAN  PSYCHOLOGICAL  ASSOCIATION 

WITNESS 
DR.  WILLIAM  HOWELL,  AMERICAN  PSYCHOLOGICAL  ASSOCIATION 

Introduction 

Mr.  MuRTHA.  The  next  witness  is  Dr.  William  Howell  of  the 
American  Psychological  Association. 
Dr.  Howell. 

Statement  of  Dr.  Howell 

Dr.  Howell.  Mr.  Chairman  and  Members  of  the  Committee,  I  am 
William  Howell,  Executive  Director  for  Science  of  the  American 
Psychological  Association  testifying  on  behalf  of  118,000  members 
and  associates,  many  of  whom  conduct  behavioral  research  rele- 
vant to  the  military.  I  will  cut  to  the  chase  on  this  because  I  under- 
stand the  time  pressure. 

Basically  what  APA,  my  organization,  is  urging  is  that  the  Com- 
mittee direct  full  support  for  the  fiscal  year  1994  requests  of  the 
Office  of  Naval  Research,  the  Air  Force  Office  of  Scientific  Re- 
search and  the  Army  Research  Institute  for  the  Behavioral  Sci- 
ences, as  well  as  the  vital  6.2  and  6.3A  programs  that  appear  else- 
where in  the  DOD  requests. 

By  almost  any  standard,  the  behavioral  research  that  is  under- 
taken by  these  organizations  is  very  modest.  The  research  is  ex- 
tremely valuable  to  the  field  as  a  whole,  not  just  to  the  military, 
and  we  believe  that  this  is  highly  important  research  that  should 
be  supported. 

You  have  my  testimony  and  I  will  spare  you  the  rest  of  it. 

Mr.  MuRTHA.  I  appreciate  it.  I  don't  mean  to  rush  witnesses 
through,  but  as  you  know,  we  study  the  testimony  carefully.  I 
think  most  witnesses  will  agree  that  they  get  results  when  they 
come  before  the  Committee  not  only  because  of  their  appearance 
but  the  fact  that  you  have  usually  communicated  before.  We  appre- 
ciate the  weight  of  your  testimony  and  also  the  organization  you 
represent. 

Thank  you  very  much.  Dr.  Howell. 

[The  statement  of  Dr.  Howell  follows:] 
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Chainnan  Murtha  and  Members  of  the  Subcommittee,  I  am  Dr.  William  Howell,  Executive  Director  for 
Science  of  the  American  Psychological  Association  (APA).  I  am  testifying  on  behalf  of  APA's  1 18,000 
members  and  associates,  many  of  whom  conduct  behavioral  research  relevant  to  the  military. 

Changing  world  circumstances  and  the  dramatic  realignment  of  the  United  States  and  its  allies  vis-a-vis 
the  former  Soviet  Union  have  precipitated  a  thorough  review  of  the  Department  of  Defense  and  its  role  in  our 
post-Cold  War  world.  It  is  now  widely  recognized  diat  a  smaller,  but  more  technologically  sophisticated  force, 
will  be  required  in  the  future  —  and  downsizing  is  proceeding  accordingly.  There  is  also  an  increasing  emphasis 
on  technology  transfer  from  Defense  to  civilian  applications.  The  constant  demand  for  technological  innovation 
to  fuel  economic  growth,  and  to  improve  education  and  training,  are  but  two  examples  where  DoD  sponsored 
research  has  made,  and  continues  to  make,  substantial  contributions.  The  renaming  of  the  Defense  Advanced 
Research  Projects  Agency  (DARPA)  to  the  Advanced  Research  Projects  Agency  (ARPA)  is  symbolic  of  this 
new  emphasis. 

Overall  declining  DoD  budgets  have  led  to  the  development  of  a  new  acquisition  strategy  aimed  at 
buying  fewer  expensive,  new  systems.  DoD  will  increasingly  rely  on  upgrades  and  technological  innovations 
generated  from  its  R&D  programs.  This  will  make  effective  use  of  manpower  more  critical  than  it  has  been 
to  date. 

What  is  not  so  widely  appreciated  is  the  importance  of  human  resources  in  the  effective  deployment  of 
advanced  systems,  and  the  vital  role  that  DoD  sponsored  behavioral  research  has  played  in  both  military  and 
civilian  applications.   As  the  Air  Force  is  fond  of  saying,  "there  are  no  unmaimed  systems." 

The  contributions  of  psychological  research  range  from  improvements  in  the  selection  and  assignment 
of  personnel,  to  the  training  and  maintenance  of  skills,  and  the  design  of  the  human-machine  interface  to  ensure 
efficient  and  safe  operation  of  increasingly  complex  hardware.  These  contributions  encompass  the  full  spectrum 
from  basic  6.1  programs  (that  generate  conceptual  principles),  to  6.2  programs  (that  validate  those  principles 
for  specific  applications),  to  6.3A  programs  (that  yield  actual  "product"  demonstrations).  DoD  provides  a  unique 
environment  for  this  kind  of  smooth  transition  from  concept  to  systems  application  -  in  behavioral  as  well  as 
physical  and  biological  science.  It  is  important  that  none  of  the  phases  be  compromised,  particularly  the  6. 1 
and  6.2  elements  that  fuel  future  innovation. 

In  the  remainder  of  ray  testimony,  I  want  to  focus  on  the  three  services  under  which  most  of  the  6.1 
research  is  conducted.  This  research  fuels  equally  valuable  6.2  programs  which  are  properiy  carried  out,  in  most 
cases,  in  the  service  laboratories. 

OmCE  OF  NAVAL  RESEARCH 

The  Cognitive  and  Neural  Sciences  Division  (CNS),  one  of  two  Divisions  in  ONR's  Life  Sciences 
Directorate,  supports  research  to  develop  fundamental  knowledge  about  human  capabilities  and  performance 
characteristics.  The  results  from  this  research  are  used  to  improve  the  personnel  selection  process,  training,  and 
equipment  and  system  designs  for  human  operation  and  maintenance.  APA  urges  the  Subcommittee  to  approve 
the  FY94  $17.5  million  request  for  all  of  ONR  ~  which  will  support  ongoing  research,  and  foster  new  projects, 
in  the  following  areas  within  CNS: 
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Cognitive  Science 

The  research  supported  through  this  program  provides  greater  understanding  of  complex  cognitive  skills 
in  humans.  Results  of  this  research  will  help  develop  or  improve:  1)  personnel  testing  and  selection  measures, 
and  the  development  of  individualized  training  based  on  accurate  assessments  of  cognitive  capacities;  2)  skill 
analysis  that  will  be  used  to  design  training  and  testing  systems;  3)  artificially  intelligent,  computer-assisted 
instruction  systems;  and,  4)  personnel  selection  and  classification,  career  counselling,  and  performance 
evaluations. 

Perceptual  Science 

This  program  is  expected  to  contribute  to  the  development  and  improvement  of  machine  vision,  improved 
human  factors  engineering  in  new  technologies,  and  robotic  systems  (including  "intelligent  hands").  It  is  hoped 
that  reverse  engineering  of  biological  systems,  examined  in  this  program  and  others,  will  lead  to  innovative 
designs  for  robotics  systems  and  signal  processing  (i.e.  visual  and  auditory  object  recognition).  Cutting  edge 
research  is  supported  by  encouraging  interdisciplinary  teams  in  psychology,  neuroscience,  and  computer  science. 

Biological  Intelligence 

Reverse  engineering  is  again  the  guiding  theory  behind  the  research  supported  through  this  program. 
Intelligence  in  biological  organisms  is  studied  in  an  attempt  to  uncover  the  organizational  principles  and 
operational  rules  in  neural  networks  that  produce  "intelligence."  Emulation  of  these  biological,  neural  network 
characteristics  would  then  be  used  in  the  design  of  electronic  information  processing  systems.  This  exciting  line 
of  research  could  produce  new,  innovative  ways  of  producing  machine  intelligence.  Psychological  science 
brings  expertise  in  cognition,  including  the  underlying  physical  mechanisms,  to  this  area  of  research. 

Stress  and  Performance 

This  is  a  core  research  initiative  of  CNS  which  aims  to  relate  the  physiology  of  stress  to  psychological 
performance.  This  includes  research  on  brain  mechanisms  of  memory  that  may  be  aJEfected  by  stress,  individual 
differences  in  reacting  to  stress,  the  prediction  of  individual  performance  under  stress,  and  team  decision-making 
under  stress.  This  research  has  obvious  applications  to  the  performance  of  military  personnel  in  high  stress 
situations.  It  also  has  potential  civilian  applications  in  a  variety  of  areas  such  as  nuclear  plant  operation,  police 
work,  and  other  high  stress  occupations  with  critical  outcomes. 

In  addition  to  the  above  programs,  ONR's  Cognitive  and  Neural  Science  Division  also  participates  in 
the  Manpower,  Personnel  and  Training  Research  and  Development  Program  and  the  University  Research 
Initiative  (URI)  program.  The  Manpower  program  is  an  applied  research  program  concerned  with  advanced 
instructional  technology,  and  personnel  testing,  assignment  and  measurement   The  URI  is  a  special  program 
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of  basic  research  designed  to  increase  knowledge  of  how  coordination  is  achieved  and  maintained  by 
hierarchical  decision-making  teams  in  stressful  environments. 

AIR  FORCE  OFHCE  OF  SCIENTIFIC  RESEARCH 

The  Directorate  of  Life  and  Environmental  Sciences  is  one  of  five  in  AFOSR  and  supports  basic  research 
in  the  Air  Force  laboratories  and  through  extramural  grants.  APA  supports  the  $48.12  million  FY94  request 
for  Life  and  Enviioimiental  Sciences.  This  money  will  help  support  research  of  interest  to  the  Air  Force, 
including  research  in  these  program  areas: 

Perception  and  Recognition 

Research  supported  through  this  program  seeks  to  identify  the  underlying  mechanisms  involved  in 
sensory  pattern  perception  and  recognition.  For  example,  understanding  how  humans  perceive,  recognize,  and 
process  visual  information  is  very  important  to  training  pilots  and  in  designing  instrument  arrays  for  maximum 
utility  and  speed. 

Si>atial  Orientation 

Of  special  interest  to  the  Air  Force  is  research  into  human  behavior  and  how  we  perceive  location  and 
movement  through  space.  It  is  important  to  identify  and  model  the  mechanisms  by  which  humans  process 
environmental  cues  regarding  spatial  orientation.  Research  results  from  this  program  add  to  the  knowledge  base 
on  how  humans  orient  themselves  -  important  in  the  training  of  pilots  and  compensating  for  spatial 
disorientation. 

Cognition 

The  goal  of  this  program  is  to  suppoit  research  that  examines  the  fundamental  mechanisms  underlying 
human  performance.  These  include  those  processes  involved  in  attention,  memory,  information  processing, 
learning,  reasoning,  problem  solving,  and  decision-making  under  stress.  Research  on  automated  instruction 
(computers)  is  supported  to  improve  the  initial  and  ongoing  training  needs  of  the  Air  Force  --  and  other  services. 
The  Intelligent  Teaching  program  examines  different  training  strategies  using  computers,  under  different 
conditions. 

Neuroscience 

Neuroscience  supports  a  wide  array  of  research  which  aims  to  understand  the  neural  mechanisms  of 
learning  and  memory,  fatigue,  stress,  and  attention.  The  psychobiology  of  stress,  and  how  to  regulate  it,  are 
of  particular  interest  because  of  the  effects  of  stress  on  performance.  This  includes  the  behavioral  effects  of 
such  regulation. 
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ARMY  RESEARCH  INSTITUTE  FOR  THE  BEHAVIORAL  AND 
SOCIAL  SCIENCES 

ARI  funds  basic  research  (6.1),  exploratory  development  (6.2)  and  advanced  development  (6.3A) 
programs.  APA  urges  support  for  ARI's  $27.8  million  FY94  request  With  sixty  percent  of  the  Army's  total 
obligational  authority  personnel  related,  ARI's  mission  is  to  develop  behavioral  science  data,  technologies,  and 
products  that  maximize  the  Army's  investment  in  human  capital  and  to  maximize  their  performance  and 
effectiveness. 

Basic  Research  in  ARI 

The  FY94  request  of  $3.9  million  for  basic  research  in  ARI  supports  research  to  develop  the  behavioral 
science  base  for  more  applied  research  aimed  at  improving  the  effectiveness  of  soldiers  and  Army  systems. 
ARI's  Office  of  Basic  Research  conducts  some  intramural  research,  with  over  ninety  percent  of  its  funds  going 
to  extramural  research  grants.   This  research  falls  into  two  broad  areas  and  one  special  project 

Research  in  "Learning  and  Cognitive  Foundations  for  Advancing  Training  Technology"  adds  to  the 
knowledge  base  to:  1)  discover  the  factors  affecting  acquisition  and  maintenance  of  skills  in  high-demand  tasks; 
2)  analyze  the  variables  involved  in  rapid  traiiung  in  foreign  languages;  and,  3)  model/simulate  processes 
affecting  human  performance,  judgement  and  planning.  The  results  of  this  research  will  support  more  applied 
research  to  improve  effective  performance  in  land  combat  the  acquisition  of  foreign  languages  for 
communication,  intelligence,  and  translation,  and  the  development  of  effective  models  and  simulations  for  battie 
training. 

"Individual  and  Group  Performance  Processes"  research  is  used  in  the  development  of  the  Army's  human 
resources.  This  includes  career  commitment  soldier  motivation  in  battie,  and  how  to  deal  with  downsizing  and 
force  restructuring. 

A  special  project  in  "Human  Chronopsychology"  is  also  being  supported  by  the  Office  of  Basic  Research. 
Research  results  from  tiiis  project  will  shed  light  on  tiiose  factors  that  effect  performance  under  rapid 
deployment  —  such  as  that  which  occurred  during  Desert  Storm. 

"Applied"  Research  in  ARI 

$23.9  million  of  ARI's  FY94  request  would  go  to  its  Manpower  and  Personnel  Research  and 
Development  program,  and  its  Training  Systems  Research  and  Development  program.  These  programs  were 
founded  on  the  premise  that  a  well-trained  soldier  is  the  basic  element  of  land  warfare,  and  Uiat  these  soldiers 
must  be  trained  to  function  as  individuals  or  members  of  crews,  teams  and  units. 

The  Manpower  and  Personnel  R&D  program  supports  the  Army's  move  to  a  smaller,  higher  quality 
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force.  The  research  supported  through  this  program  is  designed  to  help  improve:  1)  the  match  between 
personnel  and  jobs;  2)  retention  of  quality  personnel;  and,  3)  the  development  of  leadership  capabilities.  ARI 
research  in  this  area  also  enhances  organizational  design  to  increase  productivity  and  support  the  transition  to 
the  smaller  scale  of  the  future  Array. 

Research  for  the  design  and  use  of  a  new  generation  of  cost-effective  simulators  and  training  devices 
is  supported  through  ARI's  Training  Systems  R&D  program.  This  program  also  investigates  the  principles  of 
effective  collective  training  in  these  synthetic  environments. 

SUMMARY  AND  RECOMMENDATIONS 

The  portion  of  the  Department  of  Defense's  R&D  budget  described  above  will  fiind  basic  research  and 
development  to  support  the  needs  of  our  armed  services  in  rapidly  changing  circumstances  ~  both  domestic  and 
foreign.  Most  of  the  behavioral  science  supported  by  DOD  is  used  in  support  of  the  critical  areas  of  personnel 
selection,  training,  human  factors,  and  team  perfomiance.  This  will  become  increasingly  important  as  DOD's 
personnel  needs  continue  to  evolve  with  downsizing  and  fundamental  organizational  changes. 

Behavioral  research  is  also  making  critical  contributions  to  the  user-oriented  design  of  increasingly 
complex,  new  technologies.  The  human-machine  interface  is  too  often  overlooked  by  engineers  and  other 
designers  unfamiliar  with  the  accommodations  needed  to  optimize  human  performance  and  to  ensure  safe, 
accurate  operation  of  new  technologies. 

APA  urges  this  Subcommittee  to  direct  full  support  for  the  FY94  requests  of  the  Office  of  Naval 
Research,  the  Air  Force  Office  of  Scientific  Research,  and  the  Army  Research  Institute  for  the  Behavioral  and 
Social  Sciences  ~  including  funds  for  the  vital  6.2  programs. 

Mr.  Chairman,  I  thank  you  for  this  opportunity  to  testify  on  these  issues  and  would  be  pleased  to  answer 
any  questions  that  you  or  other  members  of  the  Subcommittee  may  have. 


672 

Thursday,  May  6,  1993. 

AMERICAN  ACADEMY  OF  OTOLARYNGOLOGY-HEAD  AND 

NECK  SURGERY,  INC. 

WITNESS 

JEROME  C.  GOLDSTEIN,  MD,  AMERICAN  ACADEMY  OF  OTOLARYNGOLO- 
GY-HEAD AND  NECK  SURGERY,  INC. 

Introduction 

Mr.  MuRTHA.  The  next  witness  is  Dr.  Jerome  Goldstein  of  the 
American  Academy  of  Otolaryngology-Head  and  Neck  Surgery,  Inc. 
Dr.  Goldstein. 

Statement  of  Dr.  Goldstein 

Dr.  Goldstein.  Good  afternoon,  Mr.  Chairman.  I  am  Dr.  Jerry 
Goldstein,  Executive  Vice  President  of  the  American  Academy  in 
Otolaryngology-Head  and  Neck  Surgery. 

Mr.  Chairman,  with  a  membership  of  nearly  $10,000,  this  acade- 
my is  the  world's  largest  medical  society  of  physicians  and  scien- 
tists dealing  with  disorders  of  the  ear,  nose,  throat  and  other  struc- 
tures of  the  head  and  neck.  I  am  here  to  express  the  Academy's 
strong  support  for  increased  funding  for  tobacco  cessation  pro- 
grams within  the  Armed  Services. 

For  decades  now  members  of  this  specialty  have  been  waging  a 
war  against  the  spread  of  tobacco  use  in  this  country.  As  specialists 
who  take  care  of  most  of  the  patients  in  the  United  States  who 
have  cancer  of  the  head  and  neck,  otolaryngologists  see  the  harm- 
ful effects  of  tobacco  use  among  their  patients  every  day.  One 
never  says  never,  but  it  is  so  rare  to  see  a  cancer  of  the  mouth, 
throat,  tongue  or  larynx  in  someone  who  has  never  smoked  nor 
chewed. 

In  1986  DOD  issued  a  directive  on  health  promotion  that  estab- 
lished DOD  policy  on  smoking  and  other  health-related  behaviors. 
Since  then  smoking  has  decreased,  but  we  are  concerned  that  to- 
bacco use  by  military  personnel  still  averages  5  to  10  percent 
higher  than  tobacco  use  among  the  civilian  population. 

Unfortunately,  many  have  now  substituted  smokeless  tobacco  to 
avoid  disciplinary  action  under  the  directive.  Many  have  pointed  to 
the  indirect  subsidized  sales  of  tobacco  products  through  military 
commissaries  and  PX's  as  a  major  variable  responsible  for  the  high 
level  of  tobacco  usage  within  the  military. 

We  strongly  urge  that  the  military  bring  tobacco  prices  to  a 
parity  with  civilian  prices  for  tobacco.  At  the  end  of  1992  both  the 
National  Cancer  Institute  and  the  Inspector  General  of  HHS  issued 
new  findings  on  hazards  associated  with  smokeless  tobacco.  Sur- 
geon General  Antonia  Novella  warned  of  an  impending  epidemic  of 
cancer  deaths  related  to  smokeless  tobacco  unless  usage  by  young 
adults  in  the  18-  to  25-year-old  age  groups  seriously  declines  in  the 
future. 

In  1989  our  academy  kicked  off  its  first  annual  Through  with 
Chew  Campaign.  This  is  a  national  public  service  to  educate  the 
public  about  the  hazards  associated  with  smokeless  tobacco.  Now  in 
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its  fifth  year,  Through  with  Chew  has  helped  to  educate  hundreds 
of  thousands  of  people  about  quitting  smokeless  tobacco. 

We  would  hope  that  if  introduced  to  the  military,  a  Through 
with  Chew  Campaign  would  approximate  the  success  obtained  in 
our  working  with  the  Babe  Ruth  League  where  all  tobacco  products 
are  now  banned  in  all  of  their  ball  parks.  These  young  baseball 
teams  are  now  truly  tobacco-free. 

In  1992,  Captain  Alan  Steinman,  chief  of  the  U.S.  Coast  Guard's 
wellness  program,  contacted  the  academy  seeking  assistance  on  set- 
ting up  a  health  promotion  program  that  would  among  other 
things  reduce  the  use  of  smokeless  tobacco  within  the  ranks  of  the 
Coast  Guard.  The  academy  was  pleased  to  respond  by  providing  the 
Coast  Guard  with  Through  with  Chew  educational  jackets  and 
video  tapes  for  all  Coast  Guard  wellness  program  directors  and 
dental  clinics. 

According  to  a  survey  conducted  by  Captain  Steinman  of  nearly 
4,500  graduating  Coast  Guard  recruits  who  were  exposed  to  the 
program,  26  percent  of  previous  tobacco  users  quit  and  42  percent 
say,  We  are  seriously  considering  quitting  tobacco  in  the  future. 

In  addition  to  assisting  the  Coast  Guard,  the  Academy  was 
pleased  to  provide  Through  with  Chew  educational  packets  to  crew 
members  aboard  the  SSN  West  Virginia,  the  first  of  the  Navy  sub- 
marines to  adopt  a  smoke-free  policy.  The  anti-tobacco  program 
such  as  the  one  implemented  by  the  Coast  guard  is  a  excellent 
model  for  other  branches  of  the  military. 

We  ask  the  Members  of  this  Committee  to  supply  the  necessary 
funding  to  assist  the  military  in  its  efforts  to  move  toward  a  tobac- 
co-free and  healthy  fighting  force  by  the  year  2000. 

Thank  you,  Mr.  Chairman.  I  will  be  happy  to  answer  any  ques- 
tions. 

Mr.  MuRTHA.  Mr.  Visclosky. 

Mr.  Visclosky.  I  want  to  indicate  my  strong  support  for  the  posi- 
tion and  testimony  presented  today  by  Dr.  Goldstein.  I  think  he 
brings  up  a  very  valid  issue  in  terms  of  the  health  and  safety  of  the 
members  of  the  armed  forces,  and  I  support  your  position. 

Thank  you. 

[The  statement  of  Dr.  Goldstein  follows:] 
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Mr.    Chairman  and   members   of  the   Subcommittee,    I  am  Dr.    Jerome   Goldstein, 

Executive  Vice  President  of  the  American  Academy  of  Otolaryngology-Head  and  Neck 
Surgery,  Inc.  Mr.  Chairman,  with  a  membership  of  nearly  10,000,  this  Academy  is 
the  world's  largest  medical  society  of  physicians  and  scientists  dealing  with 
disorders  of  the  ears ,  nose ,  throat ,  and  other  structures  of  the  head  and  neck .  I 
am  here  today  to  express  the  Academy's  strong  support  for  increased  funding  for 
tobacco  cessation  programs  within  the  armed  services . 

Mr.  Chairman,  for  decades  now,  members  of  this  specialty  have  been  waging  a  war 
against  the  spread  of  tobacco  use  in  this  country .  As  specialists  who  take  care  of 
most  of  the  patents  in  the  United  States  with  cancer  of  the  head  and  neck, 
Otolaryngologists  see  the  harmful  effects  of  tobacco  use  among  their  patients  every 
day. 

We  understand  that  in  1986,  the  Department  of  Defense  issued  a  directive  on  health 
promotion  that  established  DoD  policy  on  smoking  and  other  health  related 
behaviors .  Since  then ,  smoking  in  the  armed  services  has  significantly  reduced . 
While  we  are  optimistic  about  the  steady  reduction  of  tobacco  use  within  the  armed 
forces ,  we  are  still  concerned  that  tobacco  use  by  military  personnel  still  averages 
about  5-10%  higher  than  tobacco  use  among  the  civilian  population. 

Though  it  is  true  that  the  military  has  curbed  cigarette  smoking  in  the  aftermath  of 
the  1986  DoD  directive,  it  is  also  true  that  many  would-be  smokers  in  the  military 
have  kicked  that  habit  and  instead  opted  for  smokeless  tobacco  to  avoid  disciplinary 
action  under  the  directive.  The  1986  Directive  does  not  explicitly  restrict  the  use 
of  smokeless  tobacco  as  it  does  cigarettes. 
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According  to  the  1992  Worldwide  Survey  of  Substance  Abuse  and  Health  Behaviors 
Among  Military  Personnel,  12-20  %  of  military  personnel  within  the  Army,  Navy  and 
Air  Force  currently  use  smokeless  tobacco.  The  figure  for  smokeless  tobacco  use  in 
the  Marine  Corps  is  nearly  double  the  rate  for  the  other  services.  These  figures 
foreshadow  an  ambush  down  the  road  for  the  military. 

At  the  end  of  1992,  both  the  National  Cancer  Institute  and  the  Inspector  General  of 
the  Department  of  Health  and  Human  Services  issued  new  findings  on  the  hazards 
associated  with  smokeless  tobacco  use .  In  presenting  both  reports ,  Surgeon  General 
Antonia  Novella  warned  of  an  impending  epidemic  of  cancer  deaths  related  to 
smokeless  tobacco  unless  usage  by  young  adults  and  the  18-25  year  old  age  group 
seriously  declines  in  the  future . 

Mr.  Chairman,  in  1989,  the  Academy  kicked  off  its  first  annual  Through  With  Chew 
Campaign.  Through  With  Chew  is  national  public  service  campaign  to  educate  the 
public  about  the  hazards  associated  with  smokeless  tobacco.  In  its  fifth  year  now, 
Through  With  Chew  has  helped  thousands  of  people  to  quit  using  smokeless  tobacco. 

We  would  hope  that  if  introduced  to  the  military,  this  Through  With  Chew  Campaign 
could  approximate  the  success  attained  in  our  working  with  the  Babe  Ruth  League 
where  all  tobacco  products  are  now  banned  in  all  of  their  ballparks .  These  baseball 
teams  are  now  truly  "tobacco-free" . 

In  1992,  worried  about  the  performance  of  his  team,  Captain  Alan  Steinman,  Chief 
of  the  U.S.  Coast  Guard's  Wellness  Program,  contacted  the  Academy  seeking 
assistance  on  setting  up  a  health  promotion  program  that  would ,  among  other  things , 
reduce  the  use  of  smokeless  tobacco  within  the  ranks  of  the  Coast  Guard.     The 
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Academy  was  pleased  to  respond  by  providing  the  Coast  Guard  vdth  Through  With 
Chew  educational  packets  for  all  Coast  Guard  recruits. 

As  part  of  the  Coast  Guard's  efforts  to  reduce  tobacco  usage,  boot  camp  for  recruits 
was  mandated  to  be  tobacco  free  except  for  brief  periods  of  liberty .  Following  seven 
weeks  of  non-tobacco  boot  camp,  and  prior  to  their  first  liberty,  recruits  were  given 
a  "soft-sell"  anti-tobacco  program.  The  tact  of  the  program  is  not  gloom  and  doom, 
but  an  adult  to  adult  discussion  which  neither  preaches  nor  threatens  about  what 
happens  to  the  body  as  smokeless  tobacco  is  used. 

According  to  a  survey  conducted  by  Captain  Steinman  of  nearly  2,000  male 
graduating  Coast  Guard  recruits  who  were  exposed  to  the  program,  over  40% 
indicated  that  the  discussion  on  tobacco  prior  to  their  weekend  liberty  "influenced 
them  to  seriously  consider  quitting  tobacco  use  in  the  future" 

Anti-tobacco  programs  such  as  the  one  implemented  by  Captain  Steinman  and  the 
Coast  Guard  are  excellent  models  for  which  the  military  can  draw  on  in  strengthening 
their  own  health  promotion  programs.  We  ask  the  members  of  this  Committee  to 
supply  the  necessary  funding  to  assist  the  military  in  its  efforts  to  move  toward  a 
more  tobacco-free  fighting  force  by  the  year  2000 . 
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Thursday,  May  6,  1993. 
NATIONAL  HEAD  INJURY  FOUNDATION,  INC. 

WITNESS 

DR.  GEORGE  A.  ZITNAY,  PRESIDENT,  NATIONAL  HEAD  INJURY  FOUNDA- 
TION, INC. 

Introduction 

Mr.  MuRTHA.  The  next  witness  is  Dr.  George  Zitnay  of  the  Na- 
tional Head  Injury  Foundation,  Inc. 
Dr.  Zitnay. 

Statement  of  Dr.  Zitnay 

Dr.  Zitnay.  Mr.  Chairman,  thank  you  so  much  for  giving  me  the 
opportunity. 

I  want  to  say  thank  you  very  much  for  your  support  and  your 
help.  Our  head  injury  project  with  the  DOD  and  the  Veterans  Ad- 
ministration has  gotten  under  way  and  we  are  deeply  grateful  for 
the  support  you  have  provided.  Unlike  a  lot  of  other  programs,  this 
is  a  program  that  got  off  the  ground  immediately. 

Today,  we  have  been  able  to  serve  over  300  people  in  the  project. 
We  have  already  begun  serving  those  individuals  in  the  military 
and  the  VA.  We  have  identified  the  eight  centers,  we  have  the  pro- 
tocol in  place,  we  have  the  research  under  way,  and  that  is  a  quick 
start,  a  collaborative  effort  between  an  agency  like  the  National 
Head  Injury  Foundation,  the  DOD  and  the  Veterans  Administra- 
tion, I  must  say  this  is  an  example  of  what  can  work  when  people 
put  their  minds  to  it. 

We  have  gotten  referrals  all  the  way  back  to  1955  from  people 
with  traumatic  brain  injury  and  we  are  able  to  begin  serving  these 
individuals  now.  For  them  and  their  families  this  is  so  important. 

I  am  here  today  basically  to  tell  you  that  the  project  is  under 
way.  We  have  started  the  first  phase.  We  are  looking  forward  to 
support  for  the  project  for  the  next  few  years.  The  first  phase  is 
under  way.  The  second  phase  is  creation  of  the  treatment  centers.  I 
am  here  to  ask  your  support  of  the  $7  million  for  this  project. 
Thank  you. 

Mr.  MuRTHA.  I  was  appalled  that  the  military  didn't  do  more  for 
head  injuries.  Ms.  DeMichelis  was  really  the  person  who  got  us  in- 
volved in  this  program  and  I  appreciate  her  input.  It  shows  you 
what  a  citizen  can  do  if  she  has  an  interest.  She  sure  impressed  us, 
and  I  appreciate  it. 

We  appreciate  your  interest  in  this.  Dr.  Zitnay  and  your  hard 
work  and  the  foundation's  results.  It  is  always  gratifying  to  see  a 
program  that  works  so  well. 

[The  statement  of  Dr.  Zitnay  follows:] 
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I  would  like  to  take  this  opportunity  to  thank  Chairman  John  Murtha  and  the  committee  for 
giving  me  the  opportunity  to  testify  today  and  to  thank  the  committee  for  your  support  of  the 
Defense  and  Veterans  Head  Injury  Project. 

My  name  is  George  Zitnay.  I  am  President  and  CEO  of  the  National  Head  Injury  Foundation 
(hnUF),  which  is  a  national  advocacy  organization  for  survivors  of  traumatic  brain  injury  (TBI) 
and  their  families  and  the  professionals  who  treat  them.  We  are  dedicated  to  improving  the 
quality  of  life  for  persons  with  TBI  and  their  families  and  to  promoting  prevention  of  brain 
injuries. 

Each  year,  two  million  Americans  sustain  a  brain  injury.  The  NHIF  is  a  membership 
organization  which  serves  the  survivors  of  brain  injury,  family  members,  professionals  and 
providers  of  services.  We  have  state  associations  in  47  states,  with  over  400  local  peer  support 
groups  and  a  host  of  affiliates.  The  NHIF  provides  information,  educational  materials,  sui^rt, 
and  direction  to  national,  state  and  local  resources  to  the  more  than  10,000  people  with  head 
injury,  family  members,  friends  and  professionals  who  use  the  NHIF's  Family  Helpline  (800- 
444-NHIF)  each  year. 

I  want  to  share  with  you  the  progress  to  date  on  our  joint  collaboration  with  the  DoD/DVA  on 
the  Defense  and  Veterans  Head  Injury  Program  (DVHIP)  and  thank  you  for  your  support  on 
behalf  of  the  military  personnel  and  veteran's  with  head  injury  and  their  family  members  who 
have  benefitted  from  the  DVHIP  already,  and  the  many  more  who  will  in  the  future.  I  am  also 
here  to  ask  you  for  your  further  support.  As  you  know,  the  first  phase  of  DVHIP  is  a  registry 
of  military  and  veterans  personnel  sustaining  brain  injury,  in  order  to  track  their  progress  and 
treatment  as  part  of  a  clinical  outcomes  research  study,  in  order  to  find  out  what  works  and  what 
doesn't  work  in  brain  injury  rehabilitation. 

The  military  and  veteran's  facilities  selected  to  participate  in  DVHIP  are  the  very  best  in 
traumatic  brain  injury  programs  in  the  DoDA'A  system: 

Military  Facilities 

Walter  Reed  Army  Medical  Center;  Washington,  DC 

San  Diego  Naval  Medical  Center;  San  Diego,CA 

Wilford  Hall  Air  Force  Medical  Center;  San  Antonio,  TX 

Veterans  Facilities 

Tampa  Veterans  Medical  Center;  Tampa,  FL 

Minneapolis  Veterans  Medical  Center;  Minne^x)lis,  MN 

Palo  Alto  Veterans  Medical  Center;  Palo  Alto,  CA 

Kansas  City  Veterans  Medical  Center;  KC,  MO 
Richmond  Veterans  Medical  Center,  Richmond,  VA 

The  details  of  the  current  project  are  provided  by  DoD  in  the  addendum  to  my  testimony. 
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NHJF  began  receiving  phone  inquiries  from  hill  staff  and  the  public  soon  after  the  initial 
Appropriations  Bill  was  signed,  so  we  learned  early  how  great  the  need  was  for  military  and 
veteran's  families  to  make  contact  with  others  in  their  community  who  sustained  brain  injury. 
Calls  from  people  involved  with  the  DVHIP  and  who  learn  about  the  NiUF  Family  Helpline 
through  the  military  and  VA  have  been  increasing  steadily.   It  should  be  no  surprise  that  the 
people  who  are  contacting  NHIF  want  services:   TBI  rehabilitation  services,  counseling, 
community  based  support,  support  groups,  peer  counseling,  employment  training  and 
retraining  in  addition  to  the  information  and  educational  materials  they  receive  ft'om  NHIF. 

Individuals  contacting  NHIF's  Family  Helpline  thus  far  are  primarily  femily  members  of 
military  personnel  and  veterans  with  a  brain  injury.   In  a  few  cases,  service  personnel  and 
veterans  contact  NHIF  directly.   Dates  of  injury  range  from  August,  1955  to  March,  1993, 
though  most  contacts  were  from  individuals  sustaining  injuries  within  the  last  five  years. 
Some  of  the  individuals  contacting  NHIF  had  received  (or  are  currently  receiving) 
rehabilitative  services  through  the  Department  of  Veterans  Affairs,  many  were  in  the  process 
of  appealing  benefits,  and  some  individuals  had  heard  of  the  Program  through  NHIF's  State 
Association  network  and  were  interested  in  being  included  in  the  registry.    Each  inquiry  was 
handled  individually,  with  information  and  referral  provided  according  to  the  caller's  specific 
request. 

I  want  to  share  with  you  samples  of  what  some  of  the  callers  to  our  Family  Helpline  have 
experienced  and  what  the  NHIF  is  doing  to  help  them.   Each  of  the  callers  to  the  NHIF 
Family  Helpline  are  entered  in  the  DVHIP  Registry.    In  addition,  each  individual  was 
provided  immediate  assistance,  information,  educational  materials  and  linked  to  resources 
tailored  to  their  specific  request. 

A  short  summary  of  some  selected  inquiries  appears  below: 

•  The  spouse  of  a  40  year  old  Navy  serviceman  who  sustained  a  traumatic  brain  injury  in 
May,  1989  called,  seeking  information  about  available  resources  for  job  training  and 
placement  and  psychological  counseling  for  her  husband.   Currently  receiving  100% 
Disability  Compensation  through  VA,  he  had  received  rehabilitation  services  through  two 
private  programs  which  was  funded  by  private  health  insurance.    However,  he  was  still  not 
prepared  to  return  to  work.    NHIF  provided  information  about  the  Department  of  Veterans 
Affairs  Vocational  Rehabilitation  Program,  and  put  her  in  touch  with  the  NHIF  State 
Association  in  Texas  for  support  and  guidance  from  peer  and  family  support  groups. 


•  The  spouse  of  a  serviceman  from  Maine  called  for  information  about  mild  traumatic  brain 
injury  and  available  resources  for  assistance.   Her  husband  was  enrolled  in  the  Walter  Reed 
mild  brain  injury  program  at  the  time  of  her  call,  and  she  was  concerned  about  his  imminent 
return  to  home  and  how  to  deal  with  the  sequelae  of  his  injury  within  the  family.   NHIF 
answered  her  questions  about  mild  brain  injury,  and  provided  educational  materials  on  the 
topic.   Additionally,  we  contacted  the  serviceman's  case  manager  at  Walter  Reed  to 
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return  home. 


•  The  father  of  an  individual  who  sustained  a  traumatic  brain  injury  in  a  motor  vehicle  crash 
while  on  active  duty  in  the  Anny  contacted  NHIF  with  concerns  about  his  son's  Line  of  Duty 
determination.  The  serviceman  had  been  denied  VA  benefits  when  the  decision  was  made 
that  his  injury  was  not  sustained  in  the  line  of  duty.  The  father  was  provided  direction  to 
legal  resources  and  given  information  about  the  appeals  process.     Additionally,  information 
and  educational  resources  were  provided  to  the  family,  and  they  were  put  in  touch  with  the 
Massachusetts  Head  Injury  Association  for  assistance  in  accessing  local  support  resources. 
Within  one  month,  the  Line  of  Duty  decision  was  reversed,  and  the  serviceman  is  currently 
receiving  rehabilitation  services. 


•  The  sister  of  an  individual  who  sustained  a  traumatic  brain  injury  after  his  discharge  from 
the  Navy  contacted  NHIF  seeking  information  about  brain  injury  to  help  her  better 
understand  her  brother's  condition.   She  was  also  interested  in  finding  out  about  medical  and 
rehabilitative  services  available  to  her  brother  through  the  Department  of  Veterans  Affairs. 
Educational  materials  about  traumatic  brain  injury  were  sent,  and  she  was  put  in  touch  with 
the  NHIF  State  Association  in  Pennsylvania  for  the  purpose  of  providing  family  support 
groups.    Additionally,  she  was  provided  information  about  veterans'  benefits  and  medical 
services,  and  provided  information  about  nearby  Veterans  Medical  Center  facilities. 


•  The  mother  of  a  First  Lieutenant  in  the  Air  Force  contacted  NHIF  from  Minnesota.   Her 
25  year  old  son  sustained  a  traumatic  brain  injury  in  October,  1992,  and  is  currently 
receiving  rehabilitation  services  at  the  Minneapolis  Veterans  Medical  Center.    She  requested 
information  about  head  injury  and  its  effects  to  help  her  understand  her  son's  condition.   She 
was  provided  educational  materials  about  head  injury,  and  put  in  contact  with  the  Minnesota 
Head  Injury  Association  for  guidance  and  direction  to  local  support  resources. 


•  The  aunt  of  a  20  year  old  Navy  seaman  contacted  NHIF  from  Michigan  seeking 
information  to  help  her  understand  her  nephew's  condition  and  the  progress  of  his 
rehabilitation.   Currently  in  the  Minneapolis  Veterans  Medical  Center,  her  nephew  is  making 
slow  progress  after  an  injury  in  December,  1992.   The  caller  was  provided  educational 
materials  about  traumatic  brain  injury  and  rehabilitation,  and  NHIF  Information  and 
Resources  staff  answered  many  of  her  questions  related  to  specific  rehabilitation  and  therapy 
issues,  including  questions  about  what  to  expect  in  terms  of  progress.    Additionally,  she  was 
directed  to  the  Michigan  Head  Injury  Alliance  for  local  support  group  assistance. 


•  The  mother  of  a  19  year  old  serviceman  who  sustained  a  traumatic  brain  injury  while  on 


683 


active  duty  in  the  Navy  in  February,  1992  contacted  NHIF  requesting  information  about  how 
to  monitor  rehabilitation  services  her  son  is  receiving  at  the  Tampa  Veterans  Medical  Center. 
She  was  concerned  that  the  level  of  therapy  be'ng  provided  was  insufficient  for  his  needs. 
NHIF  staff  answered  specific  questions  and  provided  educational  materials,  including  the 
Guide  to  Selecting  and  Monitoring  Head  Injury  Rehabilitation  Services.   We  discussed  with 
her  the  individualized  nature  of  service  delivery  after  head  injury,  and  suggested  she  speak 
with  her  son's  physician  and  treatment  team  to  better  understand  the  level  of  services  being 
provided  to  her  son. 


•  The  wife  of  a  61  year  old  retired  Army  Master  Sergeant  who  sustained  a  traumatic  brain 
injury  in  a  fall  in  December,  1992  contacted  NHIF  seeking  information  about  available 
rehabilitation  services  in  the  private  sector  funded  by  Medicare.   Currentiy  at  the  Veterans 
Medical  Center  in  Jackson,  Mississippi  for  selected  therapies  on  an  outpatient  basis,  she  was 
interested  in  other  options  for  continued  treatment  and  rehabilitation.   Information  about 
rehabilitation  programs  from  the  NHIF's  National  Directory  of  Head  Injury  Rehabilitation 
Services  and  Medicare  was  provided,  as  well  as  information  about  traumatic  brain  injury. 


•  The  mother  of  a  20  year  old  Navy  serviceman  called  requesting  information  about  brain 
injury  and  its  effects.   Her  son  was  injured  as  a  pedestrian  struck  by  a  car  in  October,  1992, 
and  is  currentiy  on  convalescent  leave  from  the  service,  with  a  psychological  evaluation 
scheduled  at  Portsmouth  Naval  Hospital  in  several  months.   Information  and  educational 
materials  about  head  injury  and  its  effects  were  provided,  and  the  mother  was  put  in  touch 
with  the  NHIF  State  Association  in  her  state  for  linkage  to  support  resources. 


•  An  individual  who  received  an  honorable  discharge  from  the  Army  in  1975  contacted 
NHIF  with  concerns  about  his  denial  of  disability  compensation.   This  person  sustained  a 
traumatic  brain  injury  in  an  automobile  crash  in  May,  1973,  as  well  as  having  received  a 
diagnosis  of  post-traumatic  stress  disorder  from  an  unrelated  incident  during  his  service. 
Disability  benefits  were  denied  because  no  symptomology  from  either  of  these  conditions  was 
evident  during  his  subsequent  two  years  of  service,  though  several  neurological  and 
neuropsychological  evaluations  have  revealed  deficits  which  he  feels  were  not  considered 
during  his  disability  determination  by  DVA.    Information  about  the  appeals  process  was 
provided,  and  the  individual  was  directed  to  a  national  veterans'  service  organization  for 
assistance  and  representation. 

I  hope  these  selected  vignettes  provide  you  a  sense  of  the  broad  nature  of  issues  and 
questions  which  arise  for  military  personnel,  veteran's,  and  their  family  members  after  head 
injury. 

The  NHIF  is  assisting  the  DVHIP  Centers  to  train  their  case  management  staff,  and  has 
drafted  the  DVHIP  Case  Manager  Training  and  Resource  Manual.   The  Veteran's 
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Administration  Vocational  Rehabilitation  Services  (VA/VR)  has  asked  NHIF  to  assist  in 
identifying  ways  VA/VR  Counselors  can  become  better  educated  about  brain  injuries  in  an 
effort  to  improve  the  accuracy  with  which  veterans  with  head  injury  are  identified  and 
served.   And,  NHIF  in  conjunction  with  personnel  from  DVHIP  Centers  will  begin 
development  of  a  Home  Guide  for  people  randomized  into  the  community  based  component 
of  Phase  n  of  the  DVHIP. 

Phase  n  of  the  DVHIP  (which  will  last  for  five  years)  will  design  and  implement  model 
treatment  programs  in  the  context  of  a  controlled  multi-center  clinical  research  outcome 
study.   Until  now,  the  DoD  and  the  VA  often  have  to  place  its  people  with  brain  injury  in 
private  for-profit  faciliaes,  sometimes  at  a  cost  of  over  $1,000  a  day,  because  appropriate 
head  injury  services  simply  have  not  been  available  in  military /veterans  facilities.   There  is  a 
limited  ability  to  monitor  the  quality  of  the  care  received  in  outside  facilities  and  I  am  sure 
you  are  aware  of  recent  publicity  about  possible  financial  abuses  in  the  brain  injury 
rehabilitation  industry.   It  makes  more  sense  to  develop  brain  injury  programs  within  the 
military/veterans  system,  where  services  can  be  monitored  and  studied  and  where  the 
treatment  modalities  fit  in  with  the  overall  research  design  of  DVHIP  and  cost  effectiveness 
is  assured.   We  expect  that  care  for  people  with  severe  brain  injuries  can  be  provided  under 
the  research  protocol  for  $285  a  day,  and  $100  a  day  for  those  with  moderate  injuries.   The 
cost  effectiveness  of  this  approach  is  quite  evident,  and  the  quality  of  services  provided  can 
be  protected. 

In  addition,  NHIF  has  learned  that  there  is  a  tremendous  unmet  need  for  long-term 
community  based  services.    Often,  active  duty  military  personnel  who  are  fortunate  enough 
to  receive  any  rehabilitation,  are  discharged  from  active  duty  after  acute  rehabilitation.   They 
then  languish  in  the  community  without  services,  with  no  access  to  services,  and  quite 
literally,  no  where  to  turn.    All  of  the  academic  research  on  brain  injury  indicates  that  much 
more  is  needed  after  the  acute  rehabilitation  phase  and  that  community  services  have  the 
most  important  and  longest  lasting  impact  on  the  individual.   The  military  and  veterans 
system  needs  to  provide  the  same  kinds  of  community  based  services  available  to  the  general 
population.   Phase  n  will  bring  the  military  out  of  the  dark  ages  of  brain  injury  rehabilitation 
to  bring  state  of  the  art  services  to  those  in  need. 

Thank  you  again  for  your  support  of  persons  with  head  injury  and  the  NHIF.   We  are 
making  significant  progress  which  will  improve  the  quality  of  life  of  military  personnel  and 
veterans  with  head  injury,  their  families  through  improving  the  quality  of  services  available 
to  them  in  the  context  of  a  carefully  controlled  and  monitored  research  agenda. 

This  is  one  of  the  most  significant  collaborative  projects  currently  underway.   To  continue 
this  important  work,  I  urge  you  to  support  the  $6  million  which  has  been  included  in  the 
President's  budget  for  the  Department  of  Defense.   Thank  you  for  your  support.   I  look 
forward  to  working  with  you  and  can  assure  you  many  military  personnel,  veteran's,  and 
their  families  will  benefit  from  your  endeavor. 
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EXECUTIVE  SUMMARY 

Traumatic  brain  injury  (TBI)  is  the  principal  cause  of  death  and  disability  for  young 
Americans,  at  an  estimated  cost  of  some  $25  billion  per  year.   Important  advances  have 
been  made  in  prevention  and  acute  care,  yet  the  costs  of  TBI  rehabilitation  have  been 
growing  exponentially.  This  in  spite  of  the  fact  that  few,  if  any,  TBI  rehabilitation 
modalities  have  been  subjected  to  the  degree  of  scientific  scrutiny  for  efficacy  and  cost 
efficiency  that  is  usually  applied  to  other  medical  treatments.  The  escalating  economic 
burden  that  TBI  places  on  individual  families,  as  well  as  on  society,  is  unlikely  to  be  con- 
trolled until  this  issue  is  resolved. 

By  virtue  of  the  relative  uniformity  and  accessibility  of  their  populations,  as  well  as  their 
existing  facilities,  the  Department  of  Defense  (DoD)  and  Department  of  Veterans  Affairs 
(DVA)  health  care  systems  offer  a  unique  peacetime  setting  in  which  to  address  this 
national  problem.   TBI  accounts  for  over  10,000  peacetime  admissions  to  DoD  and  DVA 
hospitals  each  year,  and  over  40%  of  wartime  fatalities.   DoD  is  conservatively  estimated 
to  spend  over  $130,000,000  per  year  in  direct  costs  of  TBI  care  alone.   Until  this  year, 
however,  there  had  been  no  systematic  program  for  providing  TBI-specific  rehabilitation 
within  the  DoD  or  DVA.   The  Defense  and  Veterans  Head  Injury  Program  (DVHIP)  was 
established  for  this  purpose  in  January  1992,  in  response  to  a  direct  appropriation  in  the 
Defense  budget  for  FY92.   Patient  tracking  and  coordination  of  data  collection  and  anal- 
ysis is  being  carried  out  by  a  central  office  in  close  collaboration  with  seven  regional  mili- 
tary and  DVA  TBI  Centers,  and  the  National  Head  Injury  Foundation  (NHIF). 

Objectives.   To  "learn  as  we  treat".   To  ensure  that  militarv  and  DVA  traumatic  brain 
injured  patients  receive  TBI-specific  evaluation  and  follow-up.  while  at  the  same  time 
collecting  standardized  patient  outcome  data  that  will  allow  comparison  of  the  relative 
efficacv  and  cost  of  various  TBI  treatment  and  rehabilitation  strategies,  and  definition  of 
optimal  care  for  victims  of  TBI. 

Phase  I  of  the  program  includes:  (1)  establishment  of  a  DoD/DVA  TBI  patient  Registry 
and  tracking  system;  (2)  establishment  of  a  national  network  of  TBI  centers  at  major  mili- 
tary and  DVA  hospitals;  and  (3)  establishment  of  a  standardized  patient  outcome  evalua- 
tion program  at  each  of  these  centers.  These  strictly  standardized  patient  evaluations 
serve  as  the  basis  for  Phase  II. 

Phase  II  has  begun  in  FY93  and  will  continue  for  a  minimum  of  five  years.   It  includes 
design  and  implementation  of  model  TBI  rehabilitation  programs  developed  in  the  form  of 
controlled,  multicenter  clinical  outcomes  research  studies.  These  will  evaluate  the  effi- 
cacy and  cost  efficiency  of  specific  TBI  treatments  while  at  the  same  time  providing 
"state-of-the-art"  care.   Use  of  existing  DoD  and  DVA  facilities  allows  us  to  offer  TBI 
treatment  at  a  fraction  of  the  cost  in  the  private  sector. 
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BACKGROUND 

There  is  about  one  traumatic  brain  injury  (TBI)  hospitalization  per  minute  in  the  USA;  TBI 
is  the  principal  cause  of  death  and  disability  for  young  Americans,  at  an  estimated  overall 
cost  of  some  $25  billion  per  year.   Similarly,  TBI  accounts  for  over  40%  of  fatalities  and 
at  least  14%  of  surviving  casualties  in  combat,  and  for  a  disproportionate  amount  of 
acute  and  long-term  combat  casualty  care  resources.   In  peacetime,  there  are  about 
10,000  TBI  admissions  to  Department  of  Defense  (DoD)  and  Department  of  Veterans 
Affairs  (DVA)  hospitals  each  year. 

Since  the  Vietnam  war,  we  have  come  to  recognize  that  it  is  usually  inappropriate  and 
counterproductive  to  lump  the  postacute  management  of  TBI  with  that  of  other  neuro- 
logic disabilities,  and  that  most  TBI  patients  would  benefit  from  at  least  some  level  of 
specialized,  multidisciplinary  rehabilitation.   In  the  past  decade  there  has  been  a  pro- 
fusion of  mostly  private,  and  often  very  expensive  TBI  rehabilitation  programs  throughout 
the  nation.  These  have  filled  a  vacuum  in  TBI  care,  but  the  exact  form  and  intensity  of 
TBI  rehabilitation  required  for  a  given  patient  remains  hotly  debated.   Few,  if  any,  pro- 
grams or  program  elements  have  been  subjected  to  the  degree  of  scientific  scrutiny  for 
efficacy  and  cost  efficiency  that  is  usually  applied  to  other  medical  treatments.   In  par- 
ticular, the  remarkable  ability  of  the  young  adult  brain  to  compensate  for  injury  naturally 
with  only  minimal  intervention  and  targeted  counseling  at  home  has  often  not  been  con- 
sidered in  the  evaluation  of  outcome  from  various  treatments.   For  example,  over  55%  of 
head  injured  Vietnam  veterans  were  gainfully  employed  some  1 5  years  postinjury  with  no 
formal  TBI  rehabilitation.  The  relative  paucity  of  objective  program  evaluation  has  in  turn 
made  it  difficult  to  focus  rehabilitation  efforts  on  those  elements  most  likely  to  return  the 
patient  to  independent  living  and  gainful  employment.   Some  institutional  programs  may 
even  be  counterproductive,  particularly  if  they  inadvertently  foster  continued  dependence 
in  the  patient. 

These  questions  are  unlikely  to  be  satisfactorily  resolved  other  than  by  properly  designed 
clinical  outcomes  research  studies.   The  DoD  and  DVA  health  care  systems  offer  a 
unique  peacetime  setting  in  which  to  address  this  national  problem.  Their  populations 
are  relatively  uniform  (young,  healthy,  and  employed  preinjury);  and  use  of  their  existing 
facilities  and  medical  networks  would  not  only  decrease  costs  considerably,  but  would 
facilitate  the  standardization  which  is  essential  for  proper  multicenter  studies. 

Plan 

The  Defense  and  Veterans  Head  Injury  Program  (DVHIP)  was  established  in  response  to  a 
direct  appropriation  in  the  DoD  Health  Budget  for  FY92,  in  order  to  help  find  solutions  to 
the  problem  of  TBI  management  in  the  military  and  DVA  in  particular,  as  well  as  in  the 
nation  as  a  whole.   At  present  the  DVHIP  includes  seven  regional  military  and  DVA  TBI 
Centers  and  a  central  office  coordinating  patient  tracking,  study  design,  data  collection 
and  analysis.   Another  fundamental  element  of  the  program  is  a  close  collaboration  with 
the  National  Head  Injury  Foundation  (NHIF). 

Phase  I.   Patient  Reaistrv  and  Evaluation 

Given  the  relative  paucity  of  our  knowledge  regarding  the  relative  efficacy  of  current  TBI 
treatment  programs,  the  initial  treatment  objective  of  this  project  is  to  prospectively 
evaluate  the  outcomes  of  patients  undergoing  current  TBI  treatments,  rather  than  to 
specify  or  prescribe  what  those  treatments  should  be  throughout  the  entire  DoD  and 
DVA  systems.   Nevertheless,  the  evaluation  program  is  expected  to  improve  treatment 
by  its  "sentinel"  effect  in  recapturing  patients  lost  to  follow-up,  as  well  as  by  providing 
ongoing  objective  feedback  to  therapists.   This  'active  treatment  cycle"  model,  which 
periodically  reevaluates  the  functional  deficit  and  restates  functional  goals  of  treatment  is 
particularly  relevant  to  the  TBI  patient,  who  is  often  considered  to  have  a  "dynamic 
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prognosis".  The  basic  core  evaluation  includes  neurologic,  psychiatric,  cognitive,  reha- 
bilitation, and  psychosocial  assessments,  as  well  as  magnetic  resonance  imaging  (MRI) 
and  advanced  computerized  electroencephalographic  monitoring.  This  core  battery  will 
be  standardized,  and  thus  interchangeable  at  all  seven  national  centers.  Individual  cen- 
ters with  a  particular  expertise  will  develop  additional  specialized  evaluations.  These 
include  more  detailed  speech  and  language  and  frontal  lobe  testing,  as  well  as  functional 
MRI  and  PET  scan  studies  at  the  Walter  Reed  Army  Medical  Center  (WRAMC). 

Finally,  the  increased  interaction  and  consultation  that  is  expected  to  occur  between 
regional  TBI  centers  and  the  local  facilities  should  also  significantly  improve  patient  care. 

Phase  II:  Model  Treatment  Programs  (FY93-97) 

One  of  the  overall  goals  of  this  project  is  to  integrate  clinical  outcomes  research  into  the 
treatment  of  TBI  patients.   Model  treatment  programs  will  be  developed  primarily  in  the 
context  of  conducting  controlled  multicenter  clinical  research  outcome  studies  at  the  par- 
ticipating TBI  centers.   Thus,  each  center  will  be  expected  to  conduct  both  treatment  and 
outcome  evaluation,  albeit  by  separate  personnel.    In  keeping  with  their  basic  missions,  it 
is  expected  that  military  hospitals  will  treat  moderate  TBI  victims  who  are  expected  to 
return  to  duty  or  work,  while  Veterans  medical  centers  will  generally  concentrate  on 
more  severe,  chronic  TBI  survivors.  The  details  of  each  treatment  protocol  will  be 
arrived  at  jointly  by  the  members  of  the  Directorate.   In  general,  however,  a  given  TBI 
center  would  be  expected  to  randomize  patients  to  one  of  two  alternative  treatment 
strategies,  and  follow  their  outcome  for  at  least  two  years  postinjury. 

In  order  to  allow  for  structuring  of  the  model  treatment  programs  in  accordance  with 
strictly  designed  clinical  outcomes  research  protocols,  and  because  such  dedicated  TBI 
treatment  programs  do  not  generally  exist  at  present  in  the  military  and  DVA  systems, 
the  added  expense  of  establishing  them  should  be  included  in  the  budget  of  the  DVHIP; 
the  combination  of  clinical  treatment  and  clinical  research  funds  for  this  purpose  is  not 
uncommon. 

Four  basic  classes  of  TBI  rehabilitation  programs  will  be  targeted  at  various  patient  func- 
tional levels.   In  general,  for  comparison  purposes,  at  least  two  alternative  treatment 
strategies  would  be  developed  for  each  patient  functional  category.   These  programs, 
which  will  be  distributed  nationally  on  a  regional  basis,  are: 

1.  Intensive  programs  for  severely  head  injured,  postacute  patients  at  each  of  the 
four  DVA  hospitals  (Rancho  Los  Amigos  cognitive  levels  lll-VI). 

2.  Hospital-based  programs  for  fully  oriented,  higher  functioning  patients  at  each  of 
the  seven  TBI  centers  (Rancho  levels  VII  and  VIM).   One  such  example  is  our 
approved  collaborative  VA/DoD  controlled  study  of  the  efficacy  of  intensive  insti- 
tutional versus  a  home  rehabilitation  program  in  service  members  with  moderate 
head  injury  at  WRAMC. 

3.  Home  or  community-based  transitional  programs  (to  be  developed  in  close  collabo- 
ration with  the  NHIF  at  the  seven  TBI  centers.) 

4.  Home  or  institutional  programs  for  long-term  care  survivors  with  severe,  chronic, 
and  relatively  stable  residual  disability. 

The  current  cost  to  the  military  and  DVA  for  contracting  such  services  in  the  private  sec- 
tor is  estimated  at  about  $1000  per  day.   On  the  other  hand,  by  utilizing  existing  facili- 
ties in  the  military  and  DVA  systems  we  estimate  our  costs  at  about  $250  per  day  for 
the  more  intensive  severe  TBI  programs,  and  $100  per  day  for  the  hospital-based  moder- 
ate TBI  program;  an  immediate  savings  of  over  400%.    In  the  long  run,  however,  the 
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most  important  advantage  of  this  plan  is  its  'built-in '  outcomes  research  feature,  which 
provides  care  while  also  evaluating  its  effectiveness. 

In  addition  to  controlled  clinical  trials,  a  second  research  approach  will  be  descriptive, 
and  similar  in  some  ways  to  the  approach  of  the  Vietnam  Head  Injury  Study.  Treatment 
and  outcome  data  collected  in  the  overall  project,  which  may  include  large  subsets  of  TBI 
patients,  whether  treated  at  local  facilities  or  at  the  regional  TBI  centers,  will  be  analyzed 
prospectively.  We  believe  that  much  valuable  information  on  current  treatment  patterns 
and  patient  outcome  can  be  gleaned  from  analysis  of  this  data,  while  at  the  same  time 
ensuring  and  enhancing  follow-up  of  all  TBI  patients.   In  particular,  this  approach  will 
help  identify  promising  treatment  modalities  for  more  detailed  study  in  controlled  clinical 
trials. 

Progress  to  Date 

1 .  Concept  approval  and  support  for  the  DVHIP  have  been  obtained  from  DoD(HA) 
and  the  Department  of  Veterans  Affairs  (DVA). 

2.  The  Head  Injury  Unit,  USUHS,  has  been  designated  to  implement  the  program  in 
close  collaboration  with  the  National  Head  Injury  Foundation  (NHIF).   The  DVHIP  will  be 
conducted  by  a  Directorate,  which  consists  of  the  principal  investigators  from  each  of 
the  participating  medical  centers  and  the  National  Head  Injury  Foundation.   In  addition,  a 
Policy  Group  has  been  constituted  to  oversee  the  program  and  provide  direct  liaison  to 
the  DVA,  DoD(HA),  the  NHIF,  and  the  military  services.   Members  of  the  Policy  Group 
and  Directorate  have  been  selected.   (Appendix  2) 

3.  Seven  TBI  centers  have  been  selected  for  participation,  based  on  their  facilities 
and  staff,  their  demonstrated  interest  in  TBI,  and  their  location.  They  are: 

Military  Facilities: 

Walter  Reed  Army  Medical  Center,  Washington,  DC 
San  Diego  Naval  Medical  Center,  San  Diego,  California 
Wilford  Hall  US  Air  Force  Medical  Center,  San  Antonio,  Texas 

Veterans  Facilities: 

Tampa  Veterans  Medical  Center,  Florida 

Minneapolis  Veterans  Medical  Center,  Minnesota 

Palo  Alto  Veterans  Medical  Center,  California 

Kansas  City  Veterans  Medical  Center,  Missouri  (Neurochemistry) 

Richmond  Veterans  Medical  Center,  Virginia 

4.  The  role  of  the  National  Head  Injury  Foundation  (NHIF)  has  been  defined  and  a 
grant  has  been  awarded  for  FY93.   While  maintaining  an  independent  patient-advocate 
role,  the  NHIF  will  participate  as  a  full  member  of  the  DVHIP  operating  Directorate  and 
Policy  Group.   Additional  roles  of  the  NHIF  include: 

a.  Expansion  of  the  NHIF  Family  Resource  Network  and  Helpline  to  include  DVHIP 
patients,  and  provide  coordination  and  referral  services  specific  to  their  needs. 

b.  Development  of  comprehensive  informational  packages  for  DoD  and  DVA  TBI 
survivors  and  their  families.  ^ 

c.  Provision  of  referral  and  linkage  to  NHIF  state  associations  and  affiliates,  and 
community  support  groups. 
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d.  Development  of  community  based  support  groups  for  DVHIP  participants. 

e.  Development  of  a  training  program  on  TBI,  TBI  rehabilitation,  and  community- 
based  services  for  patients  and  care  givers. 

f.  Public  education  and  public  awareness  of  DVHIP  goals  and  services. 

g.  Participation  in  publication  of  scientific  findings. 

5.  Registry  and  Trackinc  Program.  The  TBI  Registry  is  currently  being  piloted  at  the 
seven  centers;  registry  forms  on  over  300  patients  have  been  completed  to  date.   As 
expected,  most  are  young  males  involved  in  vehicular  accidents  or  falls,  and  over  half  of 
them  have  suffered  moderate  or  severe  injuries  resulting  in  significant  disability.  We 
expect  to  complete  this  pilot  phase  in  the  coming  months,  and  expand  the  registry 
beyond  the  seven  centers  by  the  fall  of  1993.   DVHIP  registry  data  will  be  compared 
with  more  general  hospital  discharge  data  available  from  statistical  units  of  each  of  the 
services.    Using  this  latter  resource,  we  have  found  that  US  Army  hospital  admission 
rates  for  TBI  have  been  almost  halved  between  1985  and  1991 .   While  the  reasons  for 
this  encouraging  trend  are  still  under  study,  one  possible  explanation  is  the  marked 
decrease  in  drug  and  alcohol  abuse  as  a  result  of  preventive  programs  instituted  by  DoD 
over  the  past  decade. 

6.  Evaluation  Program.   A  core  evaluation  battery  has  been  developed,  and  data  entry 
forms  have  been  prepared.   Protocols  have  been  submitted  and  approved  at  the  TBI  cen- 
ters.  The  TBI  outcome  evaluation  battery  has  been  pretested  at  WRAMC  over  the  past 
year.   After  some  modifications,  training  of  personnel  and  piloting  of  the  battery  at  addi- 
tional centers  began  in  January  1993.   The  core  battery  includes  neurologic,  psychiatric, 
cognitive,  rehabilitation,  and  psychosocial  evaluations,  as  well  as  magnetic  resonance 
imaging  (MRI)  and  advanced  computerized  electroencephalographic  monitoring. 

7.  Model  Treatment  Programs 

TBI  model  treatment  programs  are  currently  underway  at  WRAMC  and  Palo  Alto  VAMC. 
These  will  be  expanded  into  multicenter  therapeutic  clinical  outcomes  research  programs 
during  FY93.    DoD(HA)  and  DVA  support  has  been  obtained  for  designation  of  all  DVHIP 
centers  as  Specialized  Treatment  Services  (STS)  for  TBI,  thus  facilitating  patient  referral 
procedures  to  them.   Alternatively,  after  initial  evaluation  some  patients  may  be  referred 
as  indicated  for  treatment  to  an  alternate  DVA  hospital  or  to  an  appropriate  contract 
facility  in  a  case-managed  program;  with  follow-up  evaluation  bv  DVHIP.   It  is  envisioned 
that  those  services  would  generally  be  contracted  by  the  DVA  Vocational  Rehabilitation 
Service  "Independent  Living"  program  or  by  CHAMPUS,  in  close  collaboration  with 
DVHIP  case  managers. 

SPECIFIC  OBJECTIVES  FOR  FY93-95 

1 .  Establish  a  multicenter,  randomized  trial  of  an  institutional  versus  a  home  and 
community-based  program  of  TBI  rehabilitation  for  moderately  head  injured  patients, 
using  the  ongoing  pilot  study  at  Walter  Reed  as  a  guide. 

2.  Establish  a  multicenter,  randomized  study  of  intensive  interventional  versus  lower 
cost  supportive  institutional  TBI  rehabilitation  programs  for  severely  head  injured 
patients. 

3.  Initiate  multicenter  therapeutic  drug  trials,  usually  in  collaboration  with  the  phar- 
maceutical industry,  and  at  no  significant  extra  cost  to  the  DVHIP. 
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DVHIP  Executive  Summary 


Page  6  of  6 
April  15.  1993 


a.  Begin  an  approved  Phase  l-ll  therapeutic  trial  of  human  recombinant  superoxide 
dismutase  (r-hSOD)  to  control  brain  swelling  in  acute,  severely  head  injured  patients. 

b.  Design  and  institute  a  therapeutic  trial  in  acute  moderate  head  injury.   Candidate 
drugs  include  various  free  radical  scavengers  or  certain  activating  drugs,  such  as 
methylphenidate  or  bromocriptine. 

c.  Aggressive  and  Violent  Behavior.   Design  and  institute  a  study  to  compare  various 
alternatives  for  the  control  of  aggression  in  severely  head  injured  patients.   Candidate 
therapies  include  behavior  modification  as  well  as  various  drugs  such  as  tranquilizers, 
carbamazepine,  or  propranolol. 
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DEFENSE  AND  VETERANS  HEAD  INJURY  PROGRAM  (DVHIP) 

A  JOINT  DoD/DVA  TRAUMATIC  BRAIN  INJURY  REGISTRY.  EVALUATION. 

AND  TREATMENT  PROGRAM 

APPENDIX  1 

PATIENT  EVALUATION  PROGRAM  (Regional  Military  or  DVA  TBI  Hospital) 

In  order  to  maintain  objectivity,  the  patient  evaluation  program  will  be  conducted  rela- 
tively independently  from  TBI  treatment  programs.    Personnel  evaluating  outcome  on  a 
given  individual  will  thus  generally  not  have  been  providing  the  rehabilitation  care  to  that 
patient. 

A.  Evaluation  Schedule:  Baseline,  six,  12,  24  months,  and  five  years  postinjury. 

B.  Patient  Evaluations:  Outcome  Variables  (see  attached  sample  Data  Entry  Forms). 

1.  Neurologic/CT-MRI. 

2.  Biochemical  parameters  of  traumatic  brain  injury. 

3.  Neuropsychologic/psychiatric. 

a.  Cognitive/speech  and  language. 

b.  Behavioral. 

4.  Rehabilitation  Medicine. 

a.  Occupational  therapy/return  to  work. 

b.  Physical  rehabilitation. 

5.  Community/social  adjustment. 

TREATMENT  PROGRAM  EVALUATION  VARIABLES/ 
BASIC  ELEMENTS  OF  TBI  REHABILITATION  PROGRAM 

The  following  treatment  information  will  be  collected  from  both  patient  and  reliable 
informants  at  the  time  of  each  follow-up  evaluation. 

A.   Basic  Treatment  Elements  (Content  of  Therapies)  used  for  a  given  patient. 

1 .  Case  manager  approach. 

2.  Multidisciplinary  care  conferences. 

3.  Neuropsychologic/behavioral. 

4.  Neurologic/psychiatric/pharmacological  treatment.  ^ 

5.  Speech  and  language  therapies. 

Page  1  of  2 
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6.  Occupational/vocational  therapies. 

7.  Physical  therapies. 

8.  Rehabilitation  nurse/counseling. 

9.  Family/community  support  systems. 

B.  Treatment  Intensity  for  a  Given  Patient. 

1 .  Total  hospital  days/total  rehabilitation  days. 

2.  Hours  of  Individual  therapies  per  week. 

3.  Hours  of  group  therapies  per  week. 

4.  Hours  of  outpatient  therapies  per  month, 

5.  Hours  of  community  based  therapy  per  month. 

C.  Estimated  Cost  of  Treatment  for  a  Given  Patient. 

Algorithms  for  estimation  of  cost  of  treatment,  including  comparison  with  private  TBI 
programs,  will  be  developed  in  collaboration  v</ith  DVA  and  DoD. 


DVHIP  Executive  Summary  Appendix  1 

Page  2  of  2 
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DEFENSE  AND  VETERANS  HEAD  INJURY  PROGRAM  (DVHIP) 

A  JOINT  DoD/DVA  TRAUMATIC  BRAIN  INJURY  REGISTRY.  EVALUATION. 

AND  TREATMENT  PROGRAM 
APPENDIX  2 
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Thursday,  May  6,  1993. 
THE  NATIONAL  BREAST  CANCER  COALITION 

WITNESS 
FRAN  VISCO,  THE  NATIONAL  BREAST  CANCER  COALITION 

Introduction 

Mr.  MuRTHA.  The  next  witness  is  Ms.  Fran  Visco  of  the  National 
Breast  Cancer  Coalition. 
Ms.  Visco. 

Statement  of  Ms.  Visco 

Ms.  Visco.  Good  afternoon,  and  thank  you.  Mr.  Chairman  and 
Members  of  the  Committee,  I  am  Fran  Visco,  a  breast  cancer 
survivor,  a  wife,  a  mother,  a  lawyer  and,  as  a  volunteer,  the  Presi- 
dent of  the  National  Breast  Cancer  Coalition. 

The  coalition  is  a  nationwide  organization  made  up  of  more  than 
180  groups  from  around  the  country  representing  more  than 
100,000,  actually  hundreds  of  thousands  of  women  and  men  who 
are  concerned  about  breast  cancer. 

Mr.  Chairman  and  Members  of  the  committee,  I  want  to  thank 
you  on  behalf  of  the  coalition  and  on  behalf  of  all  those  men  and 
women  for  what  you  did  last  year.  I  want  to  extend  my  personal 
thanks  for  your  leadership  and  your  innovative  strategies  in  this 
area. 

We  truly  believe  that  the  $210  million  included  in  last  year's 
spending  bill  positively  and  profoundly  changed  the  dynamics  of 
the  breast  cancer  research.  And  when  the  cause  and  cure  for  breast 
cancer  are  determined,  we  believe  that  the  innovative  strategy  of 
this  committee  will  deserve  much  credit. 

I  want  to  stress  what  happened  as  a  result  of  that  last  year. 
More  and  more  women  and  men  have  hope  now.  For  too  long  this 
disease  has  been  underfunded,  it  has  been  ignored.  We  set  out  to 
not  only  get  more  money  for  breast  cancer  research,  but  to  change 
the  landscape,  to  bring  new  ideas,  innovative  thinking  to  this  dis- 
ease to  end  this  epidemic. 

We  needed  leadership  that  matched  the  can-do  spirit  of  men  and 
women  across  the  country  who  want  to  see  this  happen.  We  are  be- 
ginning to  find  that.  When  we  met  with  representatives  of  the  De- 
partment of  Defense  last  year  for  the  first  time,  we  saw  that  kind 
of  leadership.  We  saw  people  who  wanted  to  work  with  us,  who  un- 
derstood our  needs,  who  understood  that  things  have  to  change.  We 
are  very  excited  about  what  has  happened. 

We  know  the  lOM  report  was  recently  delivered  to  the  Depart- 
ment of  the  Army.  We  haven't  seen  it  yet.  We  have  no  reason  to 
believe  there  will  be  anj^hing  bad  in  that  report.  We  have  been  as- 
sured by  the  Department  of  the  Army  that  they  are  going  to  follow 
the  recommendations  of  the  lOM. 

We  have  a  partnership.  We  have  an  opportunity  to  bring  new 
people.  We  have  a  very  healthy  competition  between  Defense  and 
between  the  NCI. 
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This  past  weekend  the  coalition  kicked  off  the  largest  grass-roots 
campaign  ever  around  breast  cancer  and  we  set  out  to  collect  2.6 
million  names.  That  is  one  for  each  woman  living  in  this  country 
today  with  breast  cancer.  We  set  out  to  collect  those  names,  and  we 
are  going  to  deliver  them  to  the  President  in  October  asking  for  a 
national  strategy  to  end  this  epidemic  of  breast  cancer. 

We  believe  that  the  DOD  and  their  technology  and  their  interest 
and  their  can-do  leadership  is  going  to  be  a  very  important  part  of 
that  strategy. 

I  wanted  to  come  here  to  thank  you  and  to  ask  you  to  continue 
this  work.  Breast  cancer  costs  $6  billion  a  year  in  medical  costs  and 
lost  productivity.  If  we  can  save  that  money,  just  think  what  we 
can  do.  If  we  save  those  lives,  think  what  more  we  can  accomplish. 

Thank  you  very  much. 

Mr.  MuRTHA.  Ms.  Visco,  I  have  to  say  that  when  we  first  put 
money  in  three  years  ago,  it  was  $30  million.  The  Army  called  me 
and  asked  what  to  do  with  this  money.  They  had  no  idea  at  that 
time. 

I  don't  remember  if  they  tried  to  reprogram  it  but  we  were  well 
aware  because  of  work  of  people  like  yourself  that  something  could 
be  and  should  be  done.  As  a  matter  of  fact,  we  suggested  to  them 
they  ought  to  have  more  mammograms  for  women  in  the  military 
and  dependents  because  dependents  had  to  wait  sometimes  a  year 
or  six  months  in  order  to  get  a  mammogram. 

So  your  attention  to  this  made  a  big  difference.  A  series  of  events 
seemed  to  come  together  last  year  with  your  work  and  the  work  of 
your  organization,  and  other  incidents  seem  to  have  really  made  a 
difference  in  this  project. 

I  appreciate  what  you  have  done  and  I  am  pleased  to  hear  that 
we  are  getting  such  a  cooperative  feeling  in  the  Defense  Depart- 
ment. I  think  that  comes  from  getting  more  women  involved  in 
DOD.  As  a  matter  of  fact,  men  were  complaining  we  didn't  put 
enough  in  for  prostate  cancer  last  year,  so  we  put  more  in  for  that, 
even  though  we  felt  it  was  fully  funded. 

I  appreciate  what  you  are  saying.  We  will  continue  to  support 
this  very  worthwhile  effort. 

Ms.  Visco.  Thank  you  very  much. 

[The  statement  of  Ms.  Visco  follows:] 
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a  national  advocacy  ^^ 


Working  Board  as  of 
September  1991 
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lnf<r)rm3tion  and  Support 
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Second  FUK)r 

1 IHO  Avenue  of  the  Ameritas 

New  York.  NY  10036 

(800)221-2141 


Testimony  of  Fran  Visco 

President  National  Breast  Cancer  Coalition 

before  the 

Subcommittee  on  Defense  Appropriations 

May  6, 1993 


Thank  you  Mr.  Chainnan  and  Members  of  the  Appropriations  Sub- 
committee on  Defense.  I  am  Fran  Visco,  a  breast  cancer  survivor,  a  wife 
and  mother,  a  lawyer  and  in  my  other  life,  President  of  the  National  Breast 
Cancer  Coalition. 

Mr  Chairman,  Members  of  the  Committee,  I  want  to  thank  you  on  behalf 
of  the  National  Breast  Cancer  Coalition.  We  believe  that  the  $210  million 
included  in  last  year's  spending  bill  has  positively  and  profoundly  changed 
the  dynamic  of  breast  cancer  research.  When  the  cause  of  and  cure  for 
breast  cancer  are  determined,  we  believe  that  the  innovative  strategy  of 
this  Committee  will  deserve  much  credit 

The  NBCC  is  a  grassroots  advocacy  organization  dedicated  to  the  eradica- 
tion of  the  breast  cancer  epidemic.  We  are  less  than  two  years  old;  we  are 
made  up  of  more  than  165  organizations  and  many  thousands  of  individual 
members  of  our  national  action  network.  We  have  state  coordinators  in 
every  state  who  respond  to  calls  to  action  with  phone  and  fax  trees.  To 
give  you  an  idea  of  the  power  of  our  movement,  in  the  Fall  of  1991  we  set 
out  to  collect  175,000  letters  from  across  the  country  representing  the 
number  of  women  who  would  be  diagnosed  with  breast  cancer  that  year. 
The  letters  spoke  to  the  need  for  increased  funding  for  breast  cancer 
research.  In  less  than  six  weeks  we  collected  more  than  600,000  letters 
addressed  to  Members  of  Congress  and  the  President,  which  we  delivered 
to  the  White  House  and  the  Hill. 

The  NBCCs  goals  are  (1)  to  increase  the  money  available  for  research  into 
breast  cancer  and  to  focus  research  on  prevention,  on  finding  the  cause  of 
and  cure  for  this  insidious  disease;  (2)  to  make  certain  that  all  women  have 
access  to  the  quality  care  and  treatment  they  need,  regardless  of  their 
economic  circumstances  and  (3)  to  increase  the  influence  of  women  with 
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breast  cancer  in  the  decision  making  that  affects  their  lives.  A  complete  statement  of 
our  mission  and  goals  is  submitted  with  this  testimony,  as  is  a  description  of  our  history 
and  accomplishments. 

You  all  know  the  congressional  history  of  the  Army  breast  cancer  money.  I  want  to  tell 
you  the  complete  story.  It  began  at  a  Coalition  Board  meeting  in  my  conference  room  in 
Philadelphia,  in  the  Fall  of  1991.  The  Coalition  had  been  successful  in  lobbying  for  an 
increase  of  $50  million  in  the  appropriation  to  the  National  Cancer  Institute  for  breast 
cancer  research  in  fiscal  year  1992,  for  a  total  of  $133  milUon.  The  NBCC  Board  was 
discussing  the  amount  of  increase  we  should  support  for  FY  1993.  Someone  mentioned 
a  biUion  dollars,  someone  else  $50  million.  One  of  the  board  members  said,  "Stop.  I 
want  to  know  what  we  need  to  end  this  epidemic  and  that  is  the  number  I  want  to 
demand."  We  agreed  and  decided  to  conduct  hearings  to  determine  what  that  number 
should  be. 

We,  the  women  with  breast  cancer,  our  family  and  friends,  raised  the  money  to  sponsor 
research  hearings  that  were  held  in  February  of  1992  in  Washington,  DC.  We  convened 
fifteen  scientists  from  across  the  country,  renown  in  breast  cancer  research,  to  testify  to 
us  about  areas  of  research  that  are  promising  but  underfunded.  Our  research  task  force, 
made  up  of  scientists  (some  of  whom  are  breast  cancer  survivors)  physicians,  nurses  and 
lay  members,  took  the  findings  of  those  hearings  and  developed  a  plan.  That  plan  also 
took  into  account  the  existing  structures  and  processes.  We  determined  that  an  addition- 
al $300  million  could  and  should  be  appropriated  for  breast  cancer  research  in  FY  1993, 
for  a  total  of  $433  million. 

"$300  million  more!"  became  our  rallying  cry.  We  brought  busloads  of  women  to  Capitol 
Hill,  we  sponsored  hotlines  to  Congress,  we  put  into  effect  our  national  action  network 
so  that  thousands  of  letters,  faxes,  and  telephone  calls  were  placed  to  Members  of 
Congress  demanding  $300  million  more. 

We  were  told  that  we  could  not  get  the  entire  amount  in  the  domestic  budget.  But 
because  your  Committee  had  appropriated  $25  million  for  breast  cancer  in  FY  92,  an 
innovative  strategy  began  to  emerge.    The  DOD  Appropriations  bill  could  be  amended 
to  allocate  $210  million  to  the  Department  of  Army  for  peer  reviewed  research.  This 
strategy  worked;  the  amount  was  included  in  the  Senate  version  and  adopted  in 
conference. 

Initially  many  assumed  that  the  money  would  simply  be  transferred  to  the  Nationjd 
Cancer  Institute.  But  as  the  conversations  and  meetings  occurred,  it  became  clear  that 
the  Department  of  the  Army  was  serious  about  conducting  groundbreaking  research. 
They  had  a  "can  do"  attitude.  They  knew  that  this  venture  would  receive  close  scrutiny 
from  Congress,  the  scientific  community  and  breast  cancer  activists  and  they  were 
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determined  to  invest  the  money  wisely.  They  devised  a  strategy  to  contract  with  the 
Institute  of  Medicine  for  guidance  on  how  to  spend  the  research  funds.  That  report  is 
due  the  end  of  April. 

If  Institute  of  Medicine's  recommendations  are  on  the  right  track  and  we  have  every 
reason  to  believe  that  they  will  be,  and  if  the  Department  of  the  Army  implements  them, 
which  they  have  assured  us  they  will,  we  urge  this  Committee  to  continue  funding  the 
Department  of  Army's  breast  cancer  research. 

We  believe  that  these  two  tracks  of  breast  cancer  research  -  the  National  Institutes  of 
Health,  particularly  the  National  Qmcer  Institute,  and  the  Department  of  Army  ~  are 
both  important.  The  competition  inherent  in  it  is  a  critical  stimulus  in  the  fight  for  our 
lives...it  is  not  duplicative. 

On  Sunday,  the  NBCC  launched  a  massive  grassroots  effort  to  urge  President  Clinton  to 
play  a  leadership  role  .  The  goal  is  to  collect  2.6  million  signature  representing  the  1.6 
million  women  who  have  been  diagnosed  with  breast  cancer  and  the  1  million  women 
who  have  the  dread  disease  and  do  not  know  it.  The  petitioners  are  requesting  that 
President  Clinton  declare  the  eradication  of  breast  cancer  a  national  priority  and  develop 
a  national  strategy  to  combat  this  disease. 

Selected  leaders  from  the  Executive  branch,  the  Congress,  the  scientific  community, 
private  industry  and  women  with  breast  cancer  would  be  brought  together.  We  want  the 
Department  of  the  Army  to  be  part  of  this  historic  undertaking. 

We  ask  you,  the  Defense  Appropriations  Subcommittee,  to  recognize  the  importance  of 
what  you  have  initiated.  What  you  have  done  is  to  set  in  motion  an  innovative  but 
responsible  approach  to  fight  the  epidemic  of  breast  cancer.  What  you  must  do  now  is 
to  continue  to  support  this  effort  by  funding  research  so  that  we  can  win  this  most  real 
and  devastating  war  against  a  cruel  enemy. 
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Thursday,  May  6,  1993. 

Y-ME  NATIONAL  ORGANIZATION  FOR  BREAST  CANCER 
INFORMATION  AND  SUPPORT 

WITNESS 

ROSEMARY   A.   LOCKE,   Y-ME   NATIONAL   ORGANIZATION   FOR   BREAST 
CANCER  INFORMATION  AND  SUPPORT 

Introduction 

Mr.  MuRTHA.  The  next  witness  is  Ms.  Rosemary  Locke  of  the  Y- 
ME  National  Organization  for  Breast  Cancer  Information  and  Sup- 
port. 

Ms.  Locke. 

Statement  of  Ms.  Locke 

Ms.  Locke.  Thank  you,  Mr.  Chairman.  It  is  a  pleasure  to  see  you 
again.  I  echo  what  my  colleague  said  before  me.  I,  too,  want  to 
thank  you  for  your  vision  and  your  courage  in  funding  breast 
cancer  research. 

There  are  people  who  ask,  What  is  DOD  doing  in  breast  cancer 
research,  and  you  recognized  that  there  was  an  obligation  to 
women  in  the  military  community  and  particularly  those  200,000 
women  on  active  duty  who  are  at  risk  of  developing  breast  cancer. 

As  you  may  recall,  I  am  a  military  spouse  and  I  am  here  today 
representing  Y-ME,  which  is  the  National  Organization  for  Breast 
Cancer  Information  and  Support.  My  testimony  is  going  to  be  more 
specific  to  military  issues  because  the  funding  that  you  and  this 
committee  were  responsible  for  in  1992  has  already  had  an  impact 
in  improving  the  quality  of  mammography  in  some  military  facili- 
ties, both  in  screening  mammography  and  diagnostic  equipment. 
But  unfortunately,  there  still  remains  a  problem. 

As  Fran  said,  your  initiatives  last  year  opened  the  door  for  Con- 
gress to  move  boldly  into  the  area  of  breast  cancer  research,  and 
we  are  extraordinarily  grateful.  Unfortunately,  we  don't  know 
what  is  causing  breast  cancer,  or  how  to  prevent  it.  Right  now  sus- 
tained funding  is  our  only  hope. 

Until  we  have  answers,  there  are  some  things  that  military  med- 
icine can  do,  and  that  is  to  focus  on  awareness  and  earlier  detec- 
tion and  treatment,  especially  in  the  younger  women  in  the  active 
duty  community.  Mammography  is  our  best  screening  tool,  but  it  is 
only  appropriate  for  women  over  age  40,  and  it  has  its  limitations, 
especially  in  younger  women. 

To  compound  the  problem,  our  young  military  population  is  usu- 
ally assigned  to  areas  where  they  are  served  by  primary  treatment 
facilities.  Too  often  delayed  diagnosis  before  referral  to  a  treatment 
center  is  a  reality,  and  the  consequences  can  be  traumatic,  and  un- 
fortunately, deadly,  as  I  have  cited  in  my  statement. 

Mr.  MuRTHA.  One  of  the  things  you  mentioned  is  that  at  some 
installations  there  is  a  better  mammography  program.  Do  you  say 
that  because  you  have  just  visited  a  few? 

Ms.  Locke.  No.  Before  you  got  started  in  this  business,  we  did 
not  have  across  the  board  ACR-approved  mammography.  In  some- 
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places  the  facilities  were  approved  by  the  American  College  of  Ra- 
diology but  others  weren't.  Even  here  in  Washington,  D.C.,  our  pre- 
mier hospital  at  Walter  Reed  was  not  ACR  approved  and  the  PRI- 
MUSs  were  not  ACR  approved. 

So  the  very  fact  that  you  got  into  this  business  of  mammography 
caused  the  Army  to  say,  What  about  our  mammography  programs 
and  what  about  these  PRIMUS  programs.  Already  we  have  seen  a 
movement  in  that  area.  Locally  two  hospitals  have  already  received 
the  new  diagnostic  equipment,  and  of  course  that  is  still  open  to 
see  if  the  equipment  is  going  to  work  well.  But,  it  is  very  promising 
and  there  is  feedback. 

There  are  things  we  can  do  for  those  younger  women.  I  am  a  pa- 
tient-advocate. I  have  worked  with  young  women  who  come  into 
these  large  referral  centers  and  they  often  come  in  with  lumps  that 
are  far  too  large.  I  have  cited  cases  in  my  written  statement.  The 
delays  can  really  cause  these  women's  lives  to  be  in  jeopardy.  Un- 
fortunately, I  have  seen  them  die,  I  have  gone  to  their  funerals  at 
Arlington  Cemetery. 

I  think  at  the  minimum,  this  is  what  we  can  do.  We  can  assure 
that  all  medical  doctors,  nurse  practitioners,  and  physicians  assist- 
ants have  specialized  training  in  awareness  of  breast  cancer.  That 
is  part  of  the  problem.  They  think  these  young  women  can't  get 
breast  cancer,  and  they  can.  So  we  need  specialized  training. 

It  is  not  that  the  military  isn't  doing  something.  I  have  been 
doing  some  detective  work,  and  I  know  that  at  the  Uniformed  Serv- 
ices University  of  Health  Sciences  they  have  begun  a  program 
where  they  bring  in  live  models  for  the  students  to  practice  looking 
for  lumps.  Then  there  is  more  hands-on  training  in  the  second  and 
third  year. 

So  that  is  a  real  improvement.  Unfortunately  it  will  be  awhile 
before  these  doctors  get  out  into  the  pipeline,  and  in  the  interim 
we  need  to  make  sure  that  the  medical  personnel  who  are  in  those 
primary  care  facilities  really  know  what  to  look  for  and  refer 
people  to  the  treatment  centers  early. 

Mr.  MuRTHA.  Let  me  suggest  that  you  work  with  my  defense  staff, 
and  we  will  put  language  in  the  bill  to  move  these  programs  forward 
with  whatever  is  a  reasonable  amount  of  funding. 

I  see  we  spent  $12  million  of  the  $30  million  in  1992  for  mam- 
mography, so  we  are  starting  to  make  some  progress.  You  work 
with  my  staff  and  we  will  work  this  thing  out. 

I  am  glad  to  see  we  are  making  some  progress  and  I  appreciate 
your  suggestions.  I  know  that  a  number  of  schools  have  called  me 
and  feel  it  is  absolutely  imperative  to  the  progress  they  are  making 
to  be  able  to  get  some  of  this  research  money,  and  of  course  it  is  a 
competitive  thing. 

I  think  it  is  a  tragedy  and  it  is  an  epidemic.  We  appreciate  your 
work  in  the  field  and  the  progress  report. 

Ms.  Locke.  You  have  their  attention.  I  just  ask  that  you  continue 
to  support  it  not  only  in  research  dollars  but  also  some  of  these 
access  issues  for  the  young  women  on  active  duty. 

Mr.  MuRTHA.  It  is  so  basic  you  would  think  that  is  something 
that  would  just  be  done  ordinarily.  Because  there  are  so  many 
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other  things  they  are  interested  in,  I  can  see  why  they  didn't  get 
involved. 

Ms.  Locke.  They  don't  thinlc  breast  cancer  is  a  disease  of  young 
women. 

Mr.  MuRTHA.  I  was  shocked  when  you  gave  me  some  statistics 
last  year  about  the  number  of  young  people  that  have  breast 
cancer. 

Ms.  Locke.  It  has  a  real  impact  on  careers.  Careers  are  put  on 
hold  while  a  family  member  gets  treatment.  Some  of  these  young 
women  are  as  concerned  about  staying  in  uniform  as  they  are 
about  staying  alive. 

Mr.  MuRTHA.  Some  don't  even  know  that  they  have  to  examine 
themselves  and  get  a  checkup  once  a  year. 

Ms.  Locke.  But  the  problem  often  comes  when  the  women 
present  themselves  to  that  primary  care  giver  with  a  lump  and 
they  are  told,  Don't  worry  about  it,  or  come  back  in  six  months' 
time. 

Mr.  MuRTHA.  That  happened  to  a  Member  of  Congress's  wife. 
She  went  to  a  doctor  and  the  doctor  said  it  was  nothing.  Of  course 
it  was  serious;  she  almost  died. 

It  is  just  a  serious  deficiency  in  the  system.  Thank  you  very 
much. 

Ms.  Locke.  Thank  you  very  much.  It  was  a  pleasure  to  be  here. 

[The  statement  of  Ms.  Locke  follows:] 
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Mr.  Chairman,  distinguished  Members  of  the  Committee,  I  am  Rosemary  A.  Locke, 
Co-Founder  and  Past  President  of  My  Image  After  Breast  Cancer,  the  Washington, 
D.C.  chapter  of  Y-ME  National  Organization  for  Breast  Cancer  Information  and 
Support.  The  chapter  was  founded  in  1986  at  the  National  Naval  Medical  Center 
(NNMC)  in  Bethesda,  Maryland  by  women  who  received  treatment  at  NNMC. 
Shortly  thereafter,  the  organization  expanded  to  serve  both  the  military  and  civilian 
communities. 

Y-ME  is  the  largest  consumer  driven,  breast  cancer  specific  organization  in  the 
country.  Located  in  suburban  Chicago,  Y-ME  staffs  a  national  toll-free  Hotline 
which  provides  state-of-the-art  information  and  support.  Y-ME  is  a  founding 
member  of  the  National  Breast  Cancer  Coalition.  Currently,  I  serve  as  Y-ME's 
Washington,  DC  Liaison. 

I  am  here  today  to  thank  you,  Mr.  Chairman,  and  the  Committee  for  your  vision  and 
courage  in  funding  an  important  yet  frequently  overlooked  component  of  military 
medicine  —  breast  cancer  research. 

The  FY  '92  funding  has  already  had  an  impact  on  mammography  within  military 
treatment  facilities.  It  heightened  awareness  and  stimulated  an  evaluation  of  the 
quality  of  breast  cancer  detection  by  means  of  mammography.  I  believe  the  FY  '92 
funding  was  a  prime  impetus  for  current  actions  to  bring  military  mammography 
facilities  into  compliance  with  ACR  (American  College  of  Radiology)  approved 
standards.  In  recent  months,  new  diagnostic  mammography  equipment  has  been 
placed  in  service  in  several  local  military  hospitals.  It  is  a  promising  start  to  a  long 
standing  problem  of  access  to  quality  mammography. 
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This  Committee's  continued  support  for  FY  '93  enabled  the  Congress  to  boldly 
address  the  chronic  and  devastating  underfunding  of  breast  cancer  research.  We  in 
the  breast  cancer  community  are  guardedly  optimistic  that  meaningful  research  will 
come  from  the  infusion  of  this  expanded  funding,  and  if  sustained,  it  will  yield  results 
and  ultimately  save  lives. 

At  the  time  and  in  the  months  following  the  Congressional  action,  challenges  were 
made  as  to  the  appropriateness  of  DoD  funding  of  breast  cancer  research.  The 
questions  frequently  implied  that  breast  cancer  has  no  impact  on  the  mission  of 
today's  military  or  its  active  duty  force.  This  erroneous  rationale  is  particularly 
offensive  to  the  more  than  201,000  women  in  uniform  who  are  at  risk  of  developing 
this  disease;  they  comprise  11.6  per  cent  of  the  active  force.  It  also  minimizes  the 
impact  of  breast  cancer  on  the  active  duty  member  when  a  spouse  or  loved  one  is 
diagnosed.  We  need  to  know  what  causes  breast  cancer  and  how  it  can  be  prevented. 
Research  is  our  only  hope.  In  the  interim,  we  must  focus  upon  initiatives  within  the 
military  medical  system  that  can  provide  earlier  detection  of  breast  cancer  in  young 
women. 

Simply  stated,  the  goal  of  breast  cancer  detection  is  to  find  and  treat  the  cancer  at  its 
earliest  stage.  Though  breast  cancer  is  less  common  in  "younger  women,"  recently 
defined  as  under  35  years  of  age,  it  tends  to  be  aggressive  and  rapid  in  growth  when  it 
occurs.  Unfortunately,  even  with  improvements  in  screening  mammography,  the 
technology  has  limitations  particularly  as  it  relates  to  younger  women.  Furthermore, 
they  usually  don't  have  access  to  mammography  since  current  guidelines  begin 
screening  at  age  40. 
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To  compound  the  problem,  many  young  women  in  military  service  or  the  young 
spouses  of  personnel  are  assigned  to  locations  served  by  secondary  medical  facilities 
or  primary  clinics  rather  than  to  large  population  centers  with  sophisticated  medical 
diagnostic  and  treatment  centers.  Even  in  communities  that  contain  a  large  military 
component,  it  cannot  be  assumed  that  state-of-the-art  breast  cancer  diagnostic  and 
treatment  services  are  available.  Women  are  frequently  referred  to  large  military 
medical  centers  such  as  Walter  Reed  Army  Medical  Center  and  the  National  Naval 
Medical  Center  (NNMC)  in  the  Washington,  D.C  area.  At  NNMC  alone  about  140 
women  under  the  age  of  35  have  been  treated  for  breast  cancer  since  1984,  many  as 
referrals. 

As  a  patient  advocate  and  one  who  has  worked  with  young  women  referred  for 
treatment  at  these  centers,  it  is  sometimes  sobering  and  painful  to  hear  the  details  of 
their  diagnosis.  Many  found  their  own  cancers  when  they  discovered  a  lump. 
Frequently  they  sought  medical  evaluation  only  to  be  told  it  was  nothing  to  worry 
about  and  to  come  back  for  a  check-up  in  six-months  or  so.  Some  followed  that 
medical  advice.  What  woman,  young  or  old,  wants  to  be  told  she  has  breast  cancer? 
Others  persisted  but  still  encountered  delays  before  detection. 

I  want  to  share  with  you  several  examples  logged  in  by  a  My  Image  Hotline  volunteer. 
She  is  a  young  military  wife  whose  breast  cancer  was  diagnosed  and  treated 
approximately  eight-months  after  she  reported  a  breast  lump  to  her  obstetrician. 
Treated  for  node  involvement,  she  works  with  women  like  these.  Two  of  the  cases 
are  military,  one  civilian.  Delayed  or  incorrect  diagnosis  occurs  in  both  communities. 
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28  year  old;  7  months  pregnant  at  the  time  of  diagnosis;  tumor  size 
6.5  X  5.5  cm;  lymph  nodes  hard  and  knotted.  How  did  it  get  that  big 
before  someone  noticed? 

31  year  old;  found  lump  while  pregnant  (7  months).  Doctors  would 
not  do  anything  (i.e.  biopsy)  until  after  baby  delivered;  2.5  cm 
tumor,  negative  nodes. 

28  year  old;  4  cm  tumor.  Doctor  told  her  not  to  worry  about  lump 
-  just  a  cyst.  It  kept  growing;  she  was  still  concerned.  Doctor  told 
her  she  needed  to  see  a  shrink.  Why  was  she  concerned  over 
nothing?  7  months  later  she  went  to  another  doctor  insisting  on  a 
biopsy  which  came  back  positive. 


The  volunteer  concluded. 


My  wish  is  for  physicians  to  be  properly  trained  and  to  realize  that 
breast  cancer  can  happen  to  younger  women.  We  may  be  in  the 
minority,  but  we  need  to  be  treated  with  the  same  attention  to 
medical  thoroughness  as  older  women.  These  women  were  brushed 
off  by  their  doctors.  It  was  only  due  to  their  assertiveness  and 
persistence  that  possibly  their  lives  were  saved. 


In  most  of  the  cases  initial  treatment  involved  not  only  surgery  but  aggressive 
chemotherapy.  To  a  degree,  it  had  an  impact  on  all  careers  -  military  or  civilian.  In 
some  instances,  women  were  concerned  not  only  with  staying  alive  but  also  with 
staying  in  uniform.  Patients  or  spouses  sought  assignments  near  treatment  centers 
and/or  delayed  assignments  with  career  enhancing  potential.  Many  of  these  young 
women  recurred  in  a  rather  short  time,  had  more  chemotherapy  or  experimental 
therapies,  and  unfortunately,  too  many  lost  their  lives  to  breast  cancer. 

Recommendations 

1.  Establish  and  fund  specialized  training  courses  in  improved  breast  cancer 

awareness,  detection  and  eveduation  for  medical  persoimel  focusing  on  methods 
of  detection  appropriate  for  younger  women. 
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a.  Priority  training  should  be  given  to  doctors,  nurse  practitioners  and 
physicians  assistants  who  serve  in  secondary  medical  facilities  or  primary 
clinics. 

b.  Ensure  that  the  curriculum  for  students  at  the  Uniformed  Services 
University  of  Health  Sciences  (USUHS)  includes  courses  in  breast 
cancer  awareness  and  detection  in  younger  women. 

2.  Encourage  and  fund  clinical  trials  and  research  in  military  medical  centers 
focusing  on  problems  in  detecting  and  treatment  of  breast  cancer  in  younger 
women . 

a.  Implement  innovative  clinical  trials  in  collaboration  with  NCI  (National 
Cancer  Institute)  and  other  cancer  centers  of  excellence. 

b.  Foster  collaboration  within  military  breast  cancer  expertise  for  DoD- 
wide  research. 

c.  Evaluate  DoD  patient  care  and  outcome  with  civilian  care  cohort(s). 

Conclusion 

Issues  involving  breast  cancer  detection,  treatment  and  research  are  and  should 
continue  to  be  an  important  component  of  military  medicine  and  DoD  support. 
Military  personnel  and  dependents  receiving  care  in  military  treatment  centers 
should  have  access  to  state-of-the-art  diagnostic  and  treatment  for  breast  cancer. 
Improved  awareness  of  breast  cancer  in  younger  women  and  early  detection  must 
receive  special  emphasis.  Lastly,  DoD  medical  facilities/personnel  should 
collaborate  in  breast  cancer  research. 

Thank  you  for  the  opportunity  to  present  this  statement. 
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Thursday,  May  6,  1993. 

GENETIC  DESIGN,  INC. 
WITNESS 
CLAUDE  L.  BULLER.  PRESIDENT,  GENETIC  DESIGN,  INC. 

Introduction 

Mr.  MuRTHA.  The  next  witness  is  Mr.  Claude  L.  Buller  of  Genetic 
Design,  Inc. 
Mr.  Buller. 

Statement  of  Mr.  Buller 

Mr.  Buller.  Thank,  Mr.  Chairman  and  distinguished  Members 
of  the  Committee,  for  asking  me  to  testify  today. 

In  the  spirit  of  keeping  things  brief,  you  have  my  written  state- 
ment, which  I  ask  to  be  included  in  the  record,  and  I  will  keep  my 
remarks  as  brief  as  possible. 

I  am  Claude  Buller,  President  of  Genetic  design.  We  are  a  genet- 
ic testing  laboratory  in  Greensboro,  North  Carolina,  and  we  con- 
duct genetic  testing  services  in  paternity,  forensics  and  bone 
marrow  areas.  We  perform  over  70,000  bone  marrow  tests  each 
year,  and  each  year  it  gets  larger  than  the  year  before.  We  are  in- 
dustry leaders  in  buccal  swab  technology,  which  is  a  non-invasive 
sample  collection  procedure  currently  used  by  the  military  to  col- 
lect DNA  specimens  for  soldiers  that  are  then  used  for  DNA  dog 
tags  for  identification  purposes.  We  have  a  small  contract  with 
DOD  now  performing  those  kinds  of  tests. 

What  I  want  to  talk  about  fits  into  the  two  areas.  One  fits  in 
with  the  prior  two  witnesses,  and  has  to  do  with  the  bone  marrow 
transplant  issue.  From  our  bone  marrow  typing  and  medical  re- 
search, we  believe  that  bone  marrow  transplants  may  show  prom- 
ise in  the  treatment  of  breast  cancer. 

The  problem  in  bone  marrow  transplants  is  if  you  don't  have  a 
donor  in  your  family  or  a  related  donor,  you  have  to  look  for  an 
unrelated  donor,  and  chances  are  one  in  20,000  of  finding  one.  That 
means  you  need  a  large  registry  of  potential  donors. 

As  a  part  of  the  $210  million  appropriated  for  breast  cancer  re- 
search, we  are  asking  that  $3  million  be  set  aside  in  order  to  fund 
typing  of  particularly  minorities  and  groups  that  are  underrepre- 
sented  in  the  current  bone  marrow  donor  registries  in  this  country, 
and  do  research  in  terms  of  determining  or  assisting  in  research 
already  going  on  in  determining  how  effective  bone  marrow  trans- 
plants can  be  in  the  treatment  of  breast  cancer. 

In  addition,  we  are  asking  that  we  be  involved  in  our  expertise 
on  buccal  swabs  in  terms  of  helping  the  military  build  up  a  way  so 
that  this  genetic  dog  tag  project  can  really  get  going. 

Thank  you  very  much. 

Mr.  MuRTHA.  That  is  very  interesting.  As  you  know.  Bill  Young 
got  us  interested  in  this  bone  marrow  program  and  his  work  has 
been  an  absolutely  phenomenal  success. 

Do  you  think  there  is  a  direct  correlation  with  the  eventual  cure 
of  the  breast  cancer  problem  and  genetic  research? 
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Mr.  BuLLER.  There  is  research  going  on  in  the  National  Cancer 
Institute  and  there  have  been  trial  bone  marrow  transplants  in 
women  with  breast  cancer.  It  is  not  yet — a  lot  of  insurance  compa- 
nies don't  cover  it  yet.  It  is  not  considered  an  established  procedure 
as  yet.  But  in  order  to  ever  do  it  in  any  kind  of  numbers,  we  found 
in  leukemia  patients  that  the  bone  marrow  registries,  you  need  a 
large  registry  of  potential  donors. 

We  are  asking,  let's  do  that  for  particularly  minorities  and  other 
ethnic  groups  that  are  underrepresented  right  now. 

Mr.  MuRTHA.  The  minorities  take  more  donors  in  order  to  find  a 
match  and,  of  course,  the  problem  is  that  they  are  not  willing  to 
donate,  as  I  understand  it. 

The  University  of  Pittsburgh  is  doing  a  more  detailed  indexing. 
Maybe  that  will  reduce  the  number  of  people  it  takes. 

Mr.  BuLLER.  There  are  two  registries,  the  National  Bone  Marrow 
Registry  and  the  American  Registry.  Thirty-nine  percent  of  all  of 
the  transplants  that  they  have  arranged  have  been  with  minority 
donors. 

They  have  had  very  good  success  in  recruiting  minority  donors. 
We  are  asking — they  have  never  used  government  funding.  If  they 
had  funding  available,  we  think  they  could  expand  their  process  to 
recruit  more  bone  marrow  donors  from  the  minority  groups.  They 
have  had  success  in  the  past.  They  are  a  patients'  advocacy  group, 
and  we  think  that  would  give  us  an  opportunity  to  expand  that 
piece  of  the  registry. 

Mr.  MuRTHA.  I  can't  imagine  why  they  couldn't  have  the  same 
success  with  the  present  program  in  the  military. 

We  will  look  at  it,  and  also  look  at  the  research  work.  I  think  we 
probably  prefer  to  set  aside  a  different  pool  of  money  for  something 
like  this  rather  than  take  money  away  from  the  overall  breast 
cancer  research.  We  will  take  a  look  at  it  and  look  at  your  sugges- 
tions and  see  what  we  can  do.  We  appreciate  your  coming  before 
the  Committee. 

[The  statement  of  Mr.  BuUer  follows:] 
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Claude  L.  BuUer,  President, 
Genetic  Design,  Inc. 

Before  the 

House  Defense  Subcommittee 

Committee  on  Appropriations 

May  6,  1993 


\fr.  Chainnan  and  distinguished  Members  of  the  Subcommittee,  I  am  Claude  Buller, 
President  of  Genetic  Design,  a  genetic  testing  corporation  based  in  Greensboro,  North 
Carolina.   I  i^reciate  the  opportunity  to  testify  today. 

Genetic  Design  maintains  a  state-of-the-art  testing  laboratory  where  our  scientists 
identify  genetic  markers  to  provide  objective  scientific  evidence  for  a  number  of  purposes: 
paternity  testing,  forensic  identification  to  assist  in  criminal  investigations  and  bone  marrow 
typing  of  potential  bone  marrow  donors  for  critically  ill  patients.   Genetic  Design  performs 
over  70,000  bone  marrow  tests  annually  ~  more  than  any  other  U.S.  company.   Our 
laboratory  is  accredited  by  the  American  Association  of  Blood  Banks  and  the  American 
Society  for  Histocompatibility  and  Immunogenetics.   We  are  also  industry  leaders  in  what  is 
referred  to  as  buccal  swab  technology,  a  procedure  currently  used  by  the  Army  to  collect 
DNA  specimens  from  soldiers  that  are  then  used  as  "DNA  dog  tags"  for  identification 
purposes.   I  am  here  today  to  talk  with  you  about  these  areas,  the  role  the  Defense 
Department  has  played  and  the  role  it  can  play.  This  Committee  is  partially  responsible  for 
the  establishment  of  the  National  Bone  Marrow  Donor  Program.   The  nation  thanks  you  for 
that  support. 

Bone  marrow  transplants  have  gained  prominence  in  the  last  few  years  as  an  effective 
treatment  for  certain  types  of  cancer  and  for  some  genetic  diseases.   There  are  two  types  of 
bone  marrow  transplants.   The  first  is  the  autologous  transplant,  in  which  a  patient's  own 
bone  marrow  is  extracted,  treated  and  then  replaced.   Former  Senator  and  1992  presidential 
candidate  Paul  Tsongas  received  such  a  transplant  during  his  treatment  for  cancer,  an  event 
that  was  widely  reported  by  the  media  during  the  most  recent  Presidential  campaign.  The 
second  type  of  transplant,  known  as  an  allogeneic  bone  marrow  transplant,  involves  using 
bone  marrow  from  a  non-identical  sibling,  family  member  or  an  unrelated  individual. 

There  are  countless  examples  of  the  success  medical  researchers  have  had  in  using 
bone  marrow  transplants  as  an  effective  treatment  for  various  types  of  cancer.    However, 
much  more  needs  to  be  done  in  the  search  for  a  cure  for  this  pervasive  disease.   The 
progress  made  to  date  certainly  warrants  further  research  into  the  efficacy  of  this  treatment 
of  almost  all  types  of  cancer.   This  is  particularly  true  for  breast  cancer.    For  all  researchers 
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have  learned  about  early  detection,  surgical  protocols  and  chemotherapy  regimens,  more  than 
182,000  women  are  diagnosed  with  breast  cancer  annually.  This  disease  will  needlessly  kill 
approximately  46,000  women  in  the  United  States  this  year  alone. 

In  Fiscal  Year  1993,  Congress  directed  that  $210  million  be  appropriated  through  the 
Department  of  Defense  for  breast  cancer  research.   We  applaud  the  attention  the 
Appropriations  Committee  has  given  to  this  issue  and  believe  that  these  funds  will  make  a 
tremendous  difference  in  efforts  to  find  effective  treatments  for  this  disease. 

The  knowledge  we  have  gained  through  our  work  in  bone  marrow  typing  and  donor 
matching,  as  well  as  some  of  the  research  conducted  by  medical  researchers  in  the  area  of 
autologous  transplants,  leads  us  to  believe  that  allogeneic  bone  marrow  transplants  may  also 
show  promise  in  the  treatment  of  breast  cancer.   At  the  same  time,  however,  we  are 
concerned  that  proper  attention  is  not  being  paid  to  this  treatment  by  the  Department.   As 
such,  we  are  requesting  that  the  Committee  direct  the  Department  of  Defense  and  the  other 
government  agencies  involved  in  this  research  program  to  undertake  research  in  the  area  of 
bone  marrow  transplants  as  part  of  its  program. 

While  the  potential  for  allogeneic  bone  marrow  transplants  is  enormous,  the  ultimate 
success  of  this  procedure  rests  in  the  ability  to  match  patients  with  donors.   Like  blood 
transfusions,  these  donor  matches  must  be  perfect.   But  unlike  blood  transfusions,  perfect 
matches  are  extremely  rare.   In  some  cases,  matches  can  be  found  within  the  patient's 
family.   A  patient's  mother,  father,  sibling  or  other  close  relative  may  possess  bone  marrow 
that  is  compatible  for  the  transplant.   When  such  matches  do  not  exist,  as  is  the  case  in  65 
percent  of  patients,  a  patient  is  forced  to  find  a  bone  marrow  donor  through  the  existing 
registries  of  potential  bone  marrow  donors  or  through  donor  drives.   Such  drives  involve 
recruiting  literally  hundreds  of  members  of  the  patient's  community  who  are  willing  to 
undergo  a  simple  test  to  see  if  they  are  compatible  matches.   When  such  tests  uncover  a 
potential  donor,  that  donor's  blood  sample  undergoes  more  extensive  tests  to  ensure 
compatibility. 

The  critical  factors  in  finding  a  compatible  donor  are  race  and/or  ethnicity.   For 
example,  an  African-American  patient  has  a  better  chance  of  finding  a  compatible  bone 
marrow  donor  in  the  African-American  community.  This  rule  applies  to  all  populations 
whether  they  be  of  Hispanic,  Native  American,  Irish,  English  or  German  origin.   Of  course, 
all  of  these  factors  combine  to  necessitate  the  availability  of  large  pools  of  potential  donors  to 
find  that  perfect  match.   Creating  such  a  potential  donor  base  has  proven  to  be  a  great 
challenge;  and  one  that  has  been  documented  again  and  again  by  the  media,  which  often 
assists  patients  and  their  families  in  their  search  for  a  donor. 


712 


Genetic  Design,  Inc. 
Page  3/ 


Again,  I  am  well  aware  that  your  Subcommittee  has  appropriated  funds  for  the 
Department  of  the  Navy  budget  for  the  recruitment  and  typing  of  bone  marrow  donors  under 
the  National  Marrow  C>onor  Program. 

In  the  last  year,  the  number  of  minorities  on  the  National  Registry  has  increased 
dramatically;  however,  minority  populations  remain  under-represented  on  the  National 
Registry  making  it  more  difficult  for  a  black,  Hispanic  or  Asian  patient  to  find  a  suitable 
bone  marrow  donor.   The  proportion  of  minority  potential  donors  on  the  National  Registry 
does  not  match  the  proportion  of  minorities  in  the  U.S.  population,  according  to  the  1990 
Census  figures.    A  November  report  by  the  Government  Accounting  Office  further  supports 
this  case. 

Genetic  Design  has  worked  closely  with  the  American  Bone  Marrow  Donor  Registry, 
better  known  as  the  American  Registry,  since  its  establishment  in  1984.   The  American 
Registry  is  a  community-based,  patient  advocacy  organization  with  over  43,000  donors  in  its 
files,  of  which  over  39  percent  are  minorities.   This  success  with  recruiting  minorities  has 
been  achieved  without  any  direct  Federal  assistance.   If  the  American  Registry  were  to 
receive  Federal  suppori  for  its  minority  recruitment  efforts,  drives  could  be  conducted  to  fill 
the  void  on  the  donor  roles  significantly. 

It  is  important  to  bear  in  mind  that  the  minorities  recruited  and  typed  by  the  American 
Registry  will  end  up  on  a  common  registry  accessible  to  anyone  in  search  of  a  bone  marrow 
donor.   Providing  Federal  support  for  the  American  Registry's  recruitment  efforts  will  ensure 
that  the  minority  populations  are  accurately  represented  on  the  registry  in  a  shorter  period  of 
time.  Time  is  certainly  of  the  essence  to  a  person  in  need  of  a  bone  marrow  transplant. 
Therefore,  I  am  asking  the  members  of  this  Subcommittee  to  set  aside  $3  million  in  funding 
in  the  Fiscal  Year  1994  Appropriations  bill  for  the  typing  of  ethnic  and  racial  minorities  in 
the  United  States  by  the  American  Registry. 

Genetic  Design  looks  forward  to  working  cooperatively  with  the  Department  of 
Defense  on  breast  cancer  research  and  on  the  National  Bone  Marrow  Program.   Finally,  we 
believe  that  we  can  be  an  asset  to  the  Department  in  its  use  of  buccal  swab  technology.   In 
this  era  of  tight  defense  budgets,  we  believe  that  we  can  assist  the  Department  maintain  the 
use  of  this  technology  through  our  services  in  the  area  of  the  storage  and  maintenance  of 
DNA  samples  or  for  other  more  innovative  ideas  that  may  be  developed. 

Thank  you. 
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MILITARY  TECHNICIANS 

WITNESS 
COLONEL  MILTON  BOGOLUB,  U.S.  ARMY  RESERVE 

Introduction 

Mr.  MuRTHA.  The  next  witness  is  Colonel  Milton  Bogolub,  U.S. 
Army  Reserve. 
Colonel  Bogolub. 

Statement  of  Colonel  Bogolub 

Colonel  Bogolub.  Mr.  Chairman,  I  will  mention  four  or  five  key 
points  that  I  wanted  to  bring  to  your  attention. 

The  first  point  is  that  the  full-time  manning  of  the  Army  Re- 
serve is  really  the  key  to  their  readiness.  To  cut  them  at  this  time, 
the  first  time  with  inactivitation  of  units  that  we  can  meet  all  our 
authorizations,  is  really  not  a  good  way  to  spend  our  money.  If  we 
can  get  approximately  7500  military  techs  and  13,000  AGRs  and 
about  a  thousand  DACs,  we  will  have  a  support  team  for  the  first 
time  that  I  can  remember  that  the  Army  Reserve  will  have  proper 
full-time  support. 

Another  way  you  can  save  a  lot  of  money  is  that  the  Army  Re- 
serve does  not  need  a  large  influx  of  active  component  personnel. 
Active  component  solutions  don't  solve  Army  Reserve  problems. 
The  problem  we  have  is  there  is  a  big  difference  between  being 
able  to  train  a  unit  with  39  days  available  and  being  able  to  train  a 
unit  when  you  have  260  days  available  with  men  under  your  con- 
trol 24  hours  a  day.  We  feel  if  you  train  properly,  the  technicians 
and  AGRs  can  train  their  people,  and  we  need  the  active  Army's 
expertise  in  military  affairs,  but  they  can  be  contact  teams  and  not 
our  continuous  and  constant  advisors  and  trainers. 

The  other  problem  is  that  you  can't  have  one  headquarters  in 
any  kind  of  an  organization  responsible  for  every  function  of  that 
organization  and  have  another  headquarters  responsible  only  for 
training  and  that  is  the  Continental  U.S.  Army  commands.  Their 
day  has  come  and  gone.  They  serve  no  purpose  to  the  Army  Re- 
serve. 

The  training  capability  should  be  at  USARC  at  proper  headquar- 
ters, and  USARC  should  have  the  ability  to  control  the  training  for 
the  units  it  commands.  They  have  three  people  at  USARC  head- 
quarters taking  care  of  training,  and  everything  is  laying  down  in 
the  Army,  and  of  course  armies  are  being  run  by  Forces  Command. 
Forces  Command  can  easily  pick  up  any  one  of  the  additional 
duties  that  the  Army  has  and  the  Army  can  go  their  way. 

A  few  years  ago  I  said  that  they  were  great — they  let  us  do 
Desert  Storm/Desert  Shield.  They  are  not  that  kind  of  an  Army 
now. 

Another  thing  is  advancing  of  the  USARC  to  MACOM  status.  It 
is  absolutely  required  because  the  influence  that  Forces  Command 
exerts  on  USARC  and  what  USARC  has  to  fund  because  of  the 
Forces  Command   desires   through  the   active   component  armies 
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make  it  an  impossible  situation  to  work  at  the  unit  level.  It  is  im- 
perative that  USARC  be  able  to  command. 

One  last  item  is  the  military  technician.  They  have  come  a  long 
way  since  1983,  when  I  first  appeared  and  said  save  our  jobs.  What 
has  happened  since  1983  is  that  commanders  have  lost  sight  of 
what  the  Congress  wanted — keep  their  supervisory  duties,  keep 
them  in  units,  don't  replace  them  with  AGR's.  The  new  group  of 
commanders  has  come  in  and  we  are  back  to  1983  with  civilian  per- 
sonnel offices,  changing  supervisory  duties,  and  replacing  techni- 
cians with  conversion.  I  have  talked  to  your  staff  and  they  are 
aware  of  it. 

It  is  about  time  that  you  remind  the  Commanders  again  that 
technicians  do  have  certain  protections  from  the  Congress. 

That  concludes  my  remarks.  Thank  you,  Mr.  Chairman. 

Mr.  MuRTHA.  We  appreciate  your  coming  before  the  Committee 
and  your  advice.  Thank  you  very  much. 

[The  statement  of  Colonel  Bogolub  follows:] 
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Mr.  Chairman:  Thank  you  for  the  opportunity  to  again  appear 
before  this  Subcommittee,  and  for  your  concern  and  interest  in  the 
Full  Time  Support  personnel  of  the  Army  Reserve. 

The  outstanding  performance  by  Reserve  units  when  called  to 
active  duty  has  clearly  demonstrated  the  close  correlation  between 
the  strength  of  our  Full  Time  Support  personnel,  both  AGR  and 
Military  Technician,  to  the  readiness  and  effectiveness  of  our 
units.   Yet,  at  this  time,  we  are  cutting  at  the  very  heart  of  that 
critical  readiness  capability. 

While  the  necessity  for  a  reduction  in  spending  is  fully 
realized,  it  is  hard  to  conceive  reduction  in  a  program  that  allows 
us  to  gain  the  greatest  return  on  our  money.   For  what  must  be 
considered  minuscule  cost,  when  one  considers  overall  defense 
spending,  we  are  sacrificing  the  readiness  of  our  Army  Reserve  by 
severely  reducing  our  FTS  personnel.   By  simply  retaining  the  FTS 
force  of  today,  we  can  continue  to  insure  the  high  state  of 
preparedness  exhibited  during  Desert  Shield/Desert  Storm.   While  the 
reduction  of  Technician  and  AGR  spaces  this  year  may  not  seem 
significant,  when  considered  against  the  overall  cuts  in  the  Armed 
Forces,  it  can  be  devastating  to  the  Army  Reserve  when  one  considers 
the  bare  bones  level  of  current  Full  Time  Support. 

It  is  for  this  reason  that  I  would  request  reconsideration  of 
any  reduction  of  our  Full  Time  Support  strength.   I  fully  believe 
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that  if  the  Army  Reserve  is  permitted  to  attain  at  least  ten  percent 
of  its  strength  as  Full  Time  Support,  we  will  lay  the  foundation  for 
a  ready  force  second  to  none.   Since  our  current  documented 
requirements  far  exceed  our  authorizations,  we  can  attain  that 
percentage  by  not  reducing  spaces  at  this  time  and  reassigning 
within  the  program  those  spaces  made  excess  by  inactivation  or 
reorganization. 

A  floor  of  7,500  Military  Technicians,  a  ceiling  of  13,  042 
AGR's  and  an  allocation  of  969  DAC's  will  provide  a  Full  Time 
Support  team  that  will  ensure  the  readiness,  viability,  and  mission 
capability  of  the  Army  Reserve  for  years  to  come.   In  addition,  it 
will  preclude  the  expensive  and,  I  believe,  unnecessary  assignment 
of  excessive  numbers  of  Active  Component  personnel  in  either  support 
or  advisory  positions. 

AGR's  and  Technicians  are  full  time  professional  Reservists 
whose  understanding  of  the  Reserve  Program  comes  from  years  of 
experience  as  both  full  time  support  personnel  and  drilling 
Reservists.   Because  of  their  full  time  status,  AGR's  and 
Technicians  can,  and  should,  be  continuously  trained  in  current 
doctrine  and  AC  procedures.  Thereby  ensuring  their  unit's  training 
proficiency  remains  comparzUsle  to  their  AC  counterparts. 
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Training  and  administering  a  Reseirve  unit  with  approximately  39 
training  days  a  year  is  markedly  different  from  training  an  Active 
Component  unit  which  has  260  or  more  training  days  available.   From 
personal  experience  at  all  levels  of  Reserve  command  and  staff, 
there  is  no  doubt  that  the  lack  of  experience  in  Reserve  command  and 
staff  techniques  and  general  lack  of  expertise  in  dealing  with  the 
civilian  aspect  of  the  Reserve  community  will  seriously  hamper  the 
effectiveness  of  the  Active  Component  soldier  in  any  Army  Reserve 
Full  Time  Support  role. 

The  last  time  I  appeared  before  this  Subcommittee,  I  was  high  in 
my  praise  for  the  contribution  made  by  the  Continental  US  Armies  to 
the  Reserve  Program.   Their  expertise  in  the  multitude  of  staff 
functions  they  previously  provided  would  have  better  served  the  USAR 
had  they  remained  a  subordinate  element  of  USARC.   Instead,  the 
Armies  have  divested  themselves  of  all  support  capabilities  except 
training.   In  that  area,  they  have  retained  almost  all  of  their 
training  assets  and  structure.   Those  assets  must  be  turned  over  to 
USARC  so  that  they  can  be  properly  used  to  supervise  and  control  the 
training  of  the  units  they  command. 

When  one  considers  the  reduction  of  responsibilities  inherent  in 
the  current  downsizing,  it  is  believed  that  Forces  Command  can 
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easily  assume  the  Continental  US  Army  missions  not  associated  with 
the  USAR.   All  other  assets  and  dollars  now  allocated  to  the  Armies 
for  USAR  support  should  also  be  returned  to  USARC.  This  will  allow 
immediate  inactivation  of  the  Armies  thereby  returning  much  needed 
additional  dollars  to  Army  Reserve. 

One  of  the  greatest  setbacks  to  the  attainment  of  an  effective 
and  ready  Army  Reserve  was  the  decision  of  the  former  Secretary  of 
the  Army  to  deny  USARC  Major  Command  status.   I  realize  that  this 
Subcommittee  has  heard  much  testimony  on  this  subject,  however,  from 
my  personal  experience  and  observation,  it  is  always  in  the  time  of 
downsizing  and/or  the  shortage  of  dollars  that  the  rest  of  the  Army 
finds  the  Army  Reserve.   The  change  of  USARC  status  at  this  time  is 
especially  critical.   They  must  be  equal  partners  in  charting  those 
changes  that  will  affect  the  Army  Reserve  in  years  to  come.   If  we 
are  to  achieve  a  truly  effective  and  mission  capable  Army  Reserve, 
USARC  must  be  immediately  advanced  to  Major  Command  status. 

Turning  briefly  to  the  Army  Reserve  Technician;  once  again 
problems  are  arising  concerning  the  so-called  protective  provisions 
directed  over  the  years  by  the  Congress.   Some  Commanders  have  again 
begun  changing  supervisory  duties  of  Technicians,  utilizing  AGR  or 
Active  Component  personnel  in  lieu  of  Technicians  for  supervisory 
and/or  training  functions. 
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One  final  area  of  concern  Is  the  management  of  the  Technician's 
civilian  and  military  career.   While  I  do  not  believe  that  the 
Public  Law,  which  requires  a  Technician  be  a  member  of  the 
mobilization  entity  for  which  he  works  should  be  changed,  I  do 
believe  we  must  better  manage  the  careers  of  our  Technicians  to 
insure  that,  whenever  possible,  they  are  performing  the  same 
function  as  a  Technician  as  they  would  as  a  Reservist,  and  that  the 
opportunity  to  achieve  Civil  Service  retirement  is  not  denied  due  to 
their  military  status. 

Thank  you  for  permitting  me  to  once  again  bring  my  thoughts  and 
recommendations  before  this  Subcommittee. 
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AMERICAN  INSTITUTE  OF  AERONAUTICS  AND 

ASTRONAUTICS 

WITNESS 

JOHN  BUCKNER,  AMERICAN  INSTITUTE  OF  AERONAUTICS  AND  ASTRO- 
NAUTICS 

Introduction 

Mr.   MuRTHA.   The  next  witness  is  Mr.  John   Buckner  of  the 
American  Institute  of  Aeronautics  and  Astronautics. 
Mr.  Buckner. 

Statement  of  Mr.  Buckner 

Mr.  Buckner.  Good  afternoon,  Mr.  Chairman.  I  have  a  very 
short  statement  to  go  with  the  written  testimony  that  we  gave  you 
earher.  Please  feel  free  to  interrupt  at  any  time. 

I  represent  the  American  Institute  of  Aeronautics  and  Astronau- 
tics, the  AIAA.  We  appreciate  the  opportunity  to  present  our  views 
on  defense. 

The  AIAA  is  the  nation's  aerospace  professional  society  made  up 
of  over  44,000  members  from  the  industry,  government  agencies 
and  academia. 

Aerospace  represents  a  large  portion  of  defense  outlays  and  de- 
fense budgets  are  rapidly  declining.  Our  membership  is  experienc- 
ing transition  from  the  Cold  War  to  a  new  era.  Many  jobs  will 
change. 

Our  members  asked  me  to  speak  in  the  context  of  maintaining 
national  security  and  the  importance  to  the  nation  of  retaining  and 
effectively  utilizing  our  aerospace  professional  skills  and  industrial 
capabilities. 

Last  year  we  emphasised  the  continuing  need  for  superior  qual- 
ity forces  to  maintain  the  capability  to  meet  a  new  standard  of  ex- 
cellence, the  power  to  quickly  and  decisively  overwhelm  any  ag- 
gressor force  while  sustaining  few  casualties  and  minimizing  collat- 
eral damage,  as  demonstrated  in  the  Gulf  War.  We  said  that  to  ac- 
complish this  it  is  necessary  to  continue  the  high  rate  of  advance 
in  science  and  technology  and  reduce  the  time  it  takes  to  field  new 
advanced  technology  weapons  and  subsystems. 

Essential  to  this  is  the  sustaining  of  industrial  and  worker  skills 
unique  to  defense  and  key  to  preserving  capabilities.  Our  testimony 
this  year  builds  on  that  and  first  emphasizes  the  need  for  under- 
standing the  real  impact  of  the  rapid  downsizing  of  defense  at  a 
time  when  the  economy  is  far  from  robust  and  attempting  to  deal 
with  the  huge  deficit. 

Second,  it  addresses  the  role  of  government  in  redefining  the 
aerospace  industry  through  defense  reinvestment  and  conversion 
and  through  reforming  the  defense  acquisition  system. 

Three,  it  proposes  the  elements  of  an  acquisition  strategy  which 
can  maintain  superior  quality  defense  forces  while  rapidly  downsiz- 
ing and  maintaining  a  robust  aerospace  industry  to  enhance  our 
competitiveness  in  the  international  marketplace. 
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To  summarize,  we  believe  that  as  many  as  five  million  jobs  will 
be  lost  directly  or  indirectly  in  the  downsizing  from  1991  to  1997. 
We  recommend  that  DOD  and  Congress  reform  the  defense  acquisi- 
tion process  and  move  toward  an  acquisition  and  deployment  struc- 
ture where  there  will  be  a  very  small  defense  unique  sector  and  a 
large  sector  fully  integrated  with  commercial  acquisition  proce- 
dures and  applications;  in  other  words,  large  numbers  of  defense 
systems  and  subsystems  procured  using  commercial  best  practices. 

We  should  incentivize  projects  which  use  industrial  specifications 
and  standards.  Also,  there  needs  to  be  a  continued  aversion  to  the 
use  of  fixed-price  development  contracting  in  favor  of  cost-plus  con- 
tracts that  allow  sharing  the  cost  savings  in  such  a  way  as  to  pro- 
vide higher  profits  when  programs  are  performed  at  lower  than  ex- 
pected costs. 

Finally,  we  strongly  recommend  the  decoupling  of  early  mission 
needs  studies,  concept  definition  studies,  demonstration-validation 
projects  from  the  requirement  to  have  programmed  in  the  FYDP 
funding  for  follow-on  development  and  production. 

In  responding  to  reduced  defense  needs  and  correspondingly  re- 
duced defense  resources  as  a  result  of  the  end  of  the  Cold  War,  we 
should  be  ever  mindful  of  America's  commitment  to  technological 
superiority  that  made  this  positive  result  possible. 

Mr.  MuRTHA.  Thank  you  very  much,  Mr.  Buckner.  I  appreciate 
your  study  of  this  problem.  Of  course,  it  worries  us  as  we  build 
down.  We  are  quite  concerned  about  the  industrial  base  and  the 
way  we  do  it  and  the  number  of  jobs  that  will  be  shifted.  It  is  going 
to  be  a  real  conversion  problem.  Secretary  Aspin  is  concerned  and 
is  putting  emphasis  on  it. 

I  appreciate  the  time  AIAA  has  spent  on  this  issue  and  your  rec- 
ommendation. We  will  take  a  good  look  at  your  testimony. 

Thank  you  very  much. 

[The  statement  of  Mr.  Buckner  follows:] 
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INTRODUCnON 

The  American  Institute  of  Aeronautics  and  Astronautics  (AIAA)  appreciates  the 
opportunity  to  present  our  views  on  Defense.  The  American  Institute  of  Aeronautics  and 
Astronautics  has  over  44,000  professional  and  student  members.  Members  are  drawn  from 
throughout  the  scientific  and  engineering  disciplines  within  the  aerospace  industry,  government 
agencies,  and  academia.  Nearly  half  of  AIAA  members  are  specifically  involved  in  the  research, 
design,  development,  test,  production  or  operation  of  military  aerospace  systems  as  members  of  the 
private  or  public  sectors  of  the  defense/industrial  base. 

As  the  nation's  aerospace  professional  society,  our  mission  is  to  advance  the  arts,  sciences, 
and  technology  of  aeronautics  and  astronautics  the  world  over  and  to  promote  the  professionalism 
of  those  engaged  in  these  pursuits.  AIAA's  Public  Policy  activity  keeps  our  members  aware  of  the 
changing  environment,  emerging  government  and  industrial  policies  and  promulgates  policy 
positions  that  the  members  believe  are  important  to  continuing  National  superiority  in  defense, 
aeronautics,  and  astronautics. 

The  nation  and  the  membership  of  the  AIAA  are  in  transition  from  the  cold  war  to  a  period 
whose  industrial  characteristics  have  yet  to  be  fully  defined.  Many  jobs  will  change.  Our  members 
have  asked  that  we  speak  to  you  on  issues  involved  in  the  defense  downsizing  and  conversion  in 
the  context  of  maintaining  national  security,  and  the  importance  to  the  nation  of  retaining  and 
effectively  utilizing  critical  professional  skills  and  industrial  capabilities. 

Because  our  national  security  is  inevitably  linked  to  overall  economic  and  technological 
strength  and  security,  it  is  important  that  our  defense  strategy  provide  a  road  map  or  plan  that 
retains  the  economic  strengths  of  our  aerospace  industry,  which  is  one  of  very  few  in  the  industrial 
segment  of  our  economy  still  providing  a  strong  balance  of  trade  abroad. 

In  last  year's  testimony  we  emphasized  the  continuing  need  for  superior  quality  defense 
forces  to  maintain  the  capability  to  meet  what  has  become  a  new  standard  of  excellence  —  the 
power  to  quickly  and  decisively  overwhelm  any  aggressor  force  while  sustaining  few  casualties 
and  minimizing  collateral  damage  and  casualties  as  demonstrated  in  the  Gulf  War. 

To  accomplish  long  range  national  security,  we  need  to:  (1)  continue  the  high  rate  of 
advance  in  science  and  technology  and  reduce  the  time  it  takes  to  field  new  advanced  technology 
weapons  and  subsystems,  (2)  use  this  technological  advantage  -  and  its  timely  implementation  - 
to  deter  potential  opponents  from  initiating  conflict,  (3)  expedite  the  process  of  putting  advances 
into  the  hands  of  the  troops  so  that  they  have  a  better  chance  of  succeeding  and  surviving  on  the 
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battlefield  when  deterrence  fails,  (4)  reduce  the  risk  and  cost  of  putting  new  weapwris  in  the  field, 
(5)  sustain  industrial  and  worker  skills  that  are  unique  to  defense  and  are  essential  to  preserving 
capabilities. 

We  believe  all  of  these  can  be  achieved  within  the  limitations  of  a  reasonable  defense 
budget.  The  effort  must  be  undertaken  in  a  rapidly  changing  environment  of  declining  defense 
needs  and  a  grovmg  emphasis  on  conversion  to  commercial  acquisition  processes,  business 
practices,  and  eventually  production.  As  has  been  pointed  out  by  Department  Secretary  of  Defense 
William  Perry  and  others  in  a  paper  called,  A  Radical  Reform  of  the  Defense  Agency  Systems. 
Released  in  March,  we  believe  that  current  costly  defense  specific  acquisition  regulation  miist  be 
severely  reduce  and  eliminated  to  avoid  unaffordable  defense  systems  in  the  future.  Our  testimony 
this  year  will:  (1)  emphasize  the  need  for  understanding  the  real  impact  of  the  rapid  downsizing  of 
defense  in  a  time  when  the  economy  is  far  from  robust  and  attempting  to  deal  with  the  huge  deficit, 
(2)  address  the  role  of  government  in  redefining  the  aerospace  industry  through  defense 
reinvestment  and  conversion  and  through  reforming  the  defense  acquisition  system,  and  (3) 
proppse  elements  of  an  acquisition  strategy  which  we  believe  can  maintain  superior  quality  defense 
forces,  even  whUe  rapidly  downsizing  and  maintain  a  robust  aerospace  industry  to  enhance  our 
competitiveness  in  the  international  marketplace. 

DFFFNSE  DOWNSIZING 

Private  sector  defense  industry  jobs  number  over  three  million;  the  aerospace  industry's 
employment  levels  represent  about  two  million  of  these,  about  2%  of  total  U.S.  employment,  and 
almost  9%  of  U.S.  manufacturing  employment.  In  1990,  this  industry  had  total  defense  sales  of 
about  $134  billion.  In  terms  of  international  trade,  the  industry  has  contributed  about  $100  billion 
in  favorable  balances  over  the  last  ten  years.  There  have  been  a  number  of  studies  by  the 
government  and  by  private  sector  organizations  on  the  impact  of  the  defense  decline  on  the 
working  population  and  there  continues  to  be  disagreement  about  the  severity  of  the  decline,  the 
length  of  the  decline,  and  how  the  government  should  act  to  influence  the  downsizing. 

The  Negative  Impact 

Estimates  of  the  impact  of  defense  dovsmsizing  on  private  sector  jobs  range  from  a  low  of 
800,000  between  1991  and  1997  to  estimates  of  several  million.  The  lower  numbers  seem  to  focus 
only  on  employees  directly  affected,  and  assume  a  defense  budget  as  projected  by  the  previous 
administration.  More  complete  projections  suggest  that  about  2-1  /2  million  jobs  will  be  eliminated 
by  the  end  of  the  decade,  and  an  additional  2-1/2  million  jobs  wall  be  lost  in  the  local  economies 
that  benefit  from  defense  workers.  In  essence,  five  million  jobs  are  going  to  disappear.  * 

The  negative  effects  of  the  precipitous  decline  in  the  defense-related  job  markets  have  been 
de-emphasized  by  studies  which  make  comparisons  to  declines  which  followed  WW  I,  WW  H,  and 
the  Korean  Conflict.  Economic  models  have  been  used  to  point  out  that  a  vibrant  economy  will 
generate  replacement  jobs  if  the  defense  savings  are  turned  back  to  the  public  and  not  put  into 
other  govenunent  programs,  and  if  one  allows  six  to  eight  years  for  the  economy  to  rebound.  The 
AIAA  feels  that  some  current  assessments  of  severity  greatly  understate  the  situation  as  it  will 
affect  the  economy  as  a  whole. 

First,  the  minimizing  of  the  severity  of  the  decline  by  comparing  it  to  previous  post-war 
periods  overlooks  the  point  that  the  impact  of  cutbacks  are  directly  affected  by  the  robustness  of  the 


^  Converting  the  Cold  War  Economy  -  pg.  25,  Economic  Policy  Institute  Report  by  Ann  Markusen  dated  late 
1992. 
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economy.  The  current  decline,  while  it  takes  place  over  a  longer  pjeriod  of  time,  is  occurring  in  a 
period  in  which  the  nation's  economy  continues  to  go  through  a  redefinition  of  its  competitive 
position  within  the  world  connmunity.  It  is  also  noted  that  the  comparisons  with  the  previous  post- 
war periods  tend  not  to  state  that  in  all  three  past  cases  the  decline  caused  a  recession  even  though 
in  at  least  one  case  there  was  a  pent  up  public  demand  for  improved  quality  of  life  amenities  that 
had  been  sacrificed  for  the  war  effort. 

Second,  over  the  last  50  years  our  government  has,  through  laws  and  regulations,  created  a 
large  sector  of  the  economy  wdth  unique  business  practices  unlike  those  found  in  commercial 
industry.  Etefense  business  practices  have  so  severely  diverged  from  commercial  business  practices 
that  it  is  very  difficult  for  existing  defense  businesses  to  convert  to  commercial  products  and 
services.  Many  management  and  financial  infrastructures  are  not  appropriate  and  are  non- 
competitive in  the  commercial  world.  This  was  not  the  case  following  World  War  II  in  which  the 
build-up  of  defense  systems  was  largely  produced  by  previously  commercial  factories  and  using 
largely  commercial  business  practices. 

Third,  and  most  important,  this  downturn  is  unique  because  it  permanently  reduces  and 
redefines  an  industrial  sector  that  has  for  half  a  century  been  a  cornerstone  of  the  U.S.  commercial 
and  technological  advance.  U.S.  leadership  in  space,  commercial  aircraft,  commercial  electronics, 
material  sciences,  and  communications  owe  much  to  the  contributions  of  this  sector  since  world 
War  n.  Its  seemingly  small  percentage  of  the  overall  work  force,  therefore,  grossly  underrepresents 
the  importance  of  the  defense/aerospace  sector  to  creating  new  industries  of  the  future. 

Fourth,  studies  understate  the  effect  on  the  U.S.  of  this  downturn  because  they  equate  the 
value  of  a  job  in  this  sector  to  be  the  same  as  in  any  other.  However,  aerospace  jobs  whether  they 
are  professional  or  labor  union  represented,  are  fully  supported  by  the  security  of  health  care, 
retirement  benefits,  professional  and  blue  collar  representation,  and  other  valuable  components  of 
productive  employment.  As  mentioned  earlier,  two  and  one-half  million  of  these  jobs  are 
disappearing  in  an  economy  that  offers  little  hope  of  replacing  them  with  anything  remotely 
equivalent,  at  least  for  some  number  of  years.  The  AIAA  is  concerned  that  some  elements  of  the 
government  are  not  adequately  considering  these  four  points  as  they  dismember  the  industry 
under  the  broader  imperative  of  defense  dov^rnsizing. 

Science  and  technology  are  viewed  by  many,  including  President  Clinton,  Vice  President 
Gore,  the  Congress,  and  the  public  at  large  as  the  "engine  of  future  prosperity"  for  the  American 
economy  in  the  coming  decades.2  The  scientists  and  engineers  of  the  AIAA  will,  along  writh  their 
colleagues  in  other  professional  disciplines,  provide  the  well  spring  for  the  leading  industrial 
products  of  the  next  century.  The  four  points  above  underscore  the  importance  of  exercising  great 
caution  in  the  downsizing  of  this  industry. 

THE  ROLE  OF  GOVERNME^JT  IN  RE-DEFIfflNG  THE  AEROSPACE  INDUSTRY 

The  collapse  of  the  USSR  has  provoked  a  paradigm  change.  We  need  to  think  about 
potential  opponents  in  a  different  way,  about  a  reorganization  of  the  U.S.  military  in  a  new  way, 
and  about  a  smaller  defense  industrial  base.  Also,  we  need  to  think  about  a  smaller  government 
bureaucracy  with  different  objectives  and  more  efficient  management.  We  need  to  think  about  a 
different  way  to  consciotisly  integrate  government  policy  and  industry  development  to  improve 
American  competitive  advantage.  Only  then  v^l  taxpayers  realize  the  strong  defense  capability 
and  the  strong  commercial  aerospace  industry  they  deserve  for  their  dollar. 


2  Technology:  The  Engine  (^  Economic  Growth,  a  National  Technology  Policy  for  America,  Qinton  Gore  Campaign 
Data,  Sept.  21, 1991 
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Unlike  any  other  segment  of  the  economy,  the  defense  sector  is  so  completely  under  the 
influence  of  the  government  (as  the  principal  customer  and  maker  of  the  rules  of  the  market)  that 
the  defense  sector  offers  the  government  an  opportunity  to  develop  policies  in  a  setting  in  which  it 
has  more  control  over  the  potential  effects  than  in  any  other  sector.  This  is  also  an  opportunity  to 
begin  developing  policies,  such  as  lifetime  education,  which  will  be  necessary  for  the  health  and 
welfare  of  the  highly  fluid  and  dynamic  work  force  environment  of  the  next  century. 

Superior  Defense  Force  Still  Required 

We  believe  it  is  necessary  in  this  post-cold  war  era  to  recognize  that  threats  to  our  national 
security  continue.  Disorders  in  the  Former  Soviet  Union  (FSU),  for  example,  pose  grave  threats  due 
to  inter-republic  conflicts  and  the  potential  for  re-emergence  of  reactionary  forces  that  could  gain 
control  of  existing  long  range  nuclear  capabilities.  The  Middle  East  will  also  continue  to  be  an  area 
of  instability  for  which  the  existence  of  American  military  strength  may  be  the  primary  deterrent  to 
aggression.  North  Korea  is  potentially  another.  Threats  to  our  national  security  are  no  longer 
conveniently  aligned  solely  with  communist  aggression,  but  instead  are  spread  among  many 
factions  as  the  proliferation  of  nuclear,  biological  and  chemical  weapons  of  mass  destruction 
continue.  While  the  changing  world  situation  may  permit  deeper  cuts  in  strategic  nuclear  systems 
and  modest  cuts  in  tactical  conventional  systems,  it  seems  clear  that  a  military  strategy  based  on 
technical  superiority,  rather  than  the  size  of  a  standing  military,  remains  our  best  assurance  of 
continued  national  security  and  world  stability.   This  approach  requires  continued  strong 
technology  development  programs  like  those  implemented  by  the  defense  aerospace  industry.  The 
first  priority  of  government  in  redefining  the  defense  industry  should  be  to  retain  the  critical 
capabilities  needed  for  futiu'e  national  security. 

The  process  of  change  which  is  taking  place  is  going  to  take  more  than  a  decade  to  run  its 
course;  the  government  needs  to  assemble  a  set  of  policies,  and  to  approach  the  defense  transition, 
v^rith  a  very  long-term  perspective.  The  AIAA  believes  that  government  must  become  involved  in 
the  redefinition  of  the  defense  and  aerospace  industry  through  support  offered  in  two  areas: 

0  Changing  Government  Oversight  -  The  shape  and  operational  practices  of  this  industrial 
sector  have  been  established  by  the  government  over  a  half  century,  and  only  government  can 
remove  them.  Unique  accounting  practices,  numerous  on-site  government  workers,  multiple 
reporting  demands  —  all  are  special  government  requirements  not  found  in  commercial 
industry.  If  the  government  does  not  redefine  itself  dramatically,  the  continuation  of  such 
activities  wall  result  in  a  defense  industry  exactly  like  the  current,  only  smaller,  more  costly, 
even  less  efficient,  with  many  companies  exiting,  and  wdth  few  companies  willing  to  enter. 
The  absence  of  new  entering  companies  is  critical,  because  it  will  mean  a  decline  of  new  ideas 
in  technology,  which  is  the  fundamental  basis  for  the  U.S.  enduring  military  advantage  and 
economic  competitiveness  worldwide. 

o  Maintaining  the  Balance  Between  Public  and  Private  Sectors  —  Government  is  an  integral 
part  of  the  industry  and  must  contribute  its  fair  share  to  the  change.  There  needs  to  be  an 
appropriate  balance  between  the  public  and  private  sectors.  For  example,  according  to 
current  plans,  between  1991  and  1997  only  10%  of  DoD  civilian  jobs  will  be  eliminated;  27%  of 
private  sector  jobs  will  disappear.  This  is  an  inappropriate  balance  if  we  are  to  maintain  the 
strong,  private  enterprises  that  created  victory  in  the  cold  war.  Full  spectrum  capability  to 
design,  develop,  produce  and  support  high  technology  defense  systems  resides  in  private 
industry.  As  a  second  example,  current  trends  suggest  that  the  public  sector  is  not  reducing 
capacity  —  in  fact  it  is  adding  capacity  in  some  cases  ~  as  defense  spending  is  reduced.  (The 
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FY94  Defense  Budget  currently  projects  a  26%  increase  in  Military  Construction  over  FY93.) 
Finally,  the  process  for  assigning  work  to  government  over  private  firms  should  be  examined. 
Finally,  the  process  for  assigning  work  to  government  over  private  firms  should  be  examined. 
In  particular,  depot  and  other  support  work  that  helps  sustain  the  industrial  base  should  be 
considered  for  placement  in  private  industry.  Depots  that  are  deemed  to  be  excess  to  defense 
needs  should  be  closed  as  part  of  the  base  closure  process,  and  potentially  common  depots 
from  different  government  agencies  such  as  NASA  and  military  electronic  parts  identified 
and  combined.  Necessary  organic  capabilities  should  be  identified  and  retained  within  the 
public  sector;  the  private  sector  should  compete  for  the  rest. 

Defense  Reinvestment  and  Conversion  Initiative 

Defense  conversion  is  going  to  be  one  of  the  defining  issues  of  national  and  economic 
security  in  this  decade.  Some,  we  fear,  see  conversion  as  only  a  politically  convenient  term  to 
funnel  a  minor  amount  of  money  to  a  few  companies  and  individuals  to  replace  the  enormous 
amounts  being  withdrawm  from  the  defense  sector  at  large. 

On  March  1 1  President  Clinton  announced  a  major  Defense  Reinvestment  and  Conversion 
Initiative  that  will  go  into  effect  immediately.  The  Clinton  Administration  will  distribute  $1.7 
billion  that  Congress  appropriated  last  year  for  defense  conversion.  Regrettably,  the  FY93  Defense 
Reinvestment  appropriations  ($1.7B)  will  do  little  to  meet  the  need.  Only  $455M  is  directed  toward 
dual-use  technology  and  commercial-military  integration  activities  that  may  assist  major  aerospace 
manufacturers  in  transitioning  dual-use  technologies.  Even  if  all  of  the  $1.7B  was  programmed  for 
this  purpose,  it  would  do  little  to  offset  the  $10B-plus  real  reduction  in  the  FY  93  defeiwe  budget. 
Furthermore,  because  these  funds  are  divided  into  18  parts  in  4  major  categories,  we  are  concerned 
that  much  of  it  will  be  consumed  by  added  bureaucracy  to  administer  the  funds. 

Nevertheless,  the  defense  reinvestment  and  conversion  initiative  is  an  important  step  in  the 
right  direction  and  is  appropriately  administered  by  a  consortium  of  five  government  agencies  with 
the  Advanced  Research  Projects  Agency  (ARPPA)  in  the  lead.  We  recommend: 

o  Emphasis  be  placed  on  the  maturity  and  application  of  primarily  defense-related  aerospace 
technology  that  can  have  commercial  application.  The  focus  should  be  on  transitioning  excess 
defense  capacity,  both  people  and  facilities,  to  commercial  aerospace  to  retain  proficiency  of 
design  teams,  production  workers  and  plant  equipment,  thereby  retairung  the  productivity  of 
an  industry  that  contributes  to  the  health  of  the  economy  in  so  many  ways.. 

o  That  ARPA  also  emphasize  projects  that  can  help  lead  to  the  overall  shortening  of  the 
development-to-production  period  of  acquisition,  and  help  find  ways  to  sustain  and  enhance 
the  defense  unique  engineering  and  manufacturing  skills  that  exist. 

o  Also  that  conversion  of  commercially  developed  technology  to  defense  application  be  an 
important  part  of  the  conversion  objectives. 

International  Influences 

The  de-facto  degree  of  internationalization  of  the  aerospace  industry  must  be  recognized. 
The  FSX,  Boeing  777,  etc.,  products  containing  a  large  degree  of  foreign  content,  are  becoming  the 
rule  rather  than  the  exception.  This  financial  and  tectmical  reality  must  be  taken  into  account  for 
future  foreign  niilitary  sales  (FMS)  policy  decisions.  Economic  and  military  strength  will 
increasingly  require  international  cooperation  as  well  as  competition.  Affordability  will  require 
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more  cooperative  projects.  The  US.  does  not  lead  in  all  technologies.  France  and  Germany  lead  in 
some,  Japan  in  others.  FMS  will  become  increasingly  important  to  the  VS.  defense  industry  to 
preserve  critical  core  capabilities  and  capacities.  To  be  competitive,  the  US.  Government  must  take 
a  proactive  role  and  remove  barriers,  such  as  recoupment,  Uiat  make  US.  defense  products  less 
competitive. 

In  summary,  how  the  government  acts  in  the  next  several  years  will  determine  our  national 
security  capabilities  in  the  next  century.  The  government  can  reduce  its  purchases  and  allow 
market  and  bureaucratic  political  forces  to  define  the  remnants  of  the  industry  at  the  turn  of  the 
century.  However,  there  is  a  high  probability  that  what  emerges  will  be  less  efficient  and  less 
effective  in  meeting  the  national  security  needs  which  wiU  dearly  continue  to  be  important.  Or,  the 
government  can  take  more  of  a  leadership  role,  based  on  vision  and  a  sense  of  equality. 

ArpinsiTTON  STR  att(;y  for  a  new  era 

The  goal  of  a  new  defense  and  acquisition  strategy  must  be  to  maintain  our  ability  to 
perform  to  the  standard  established  in  Desert  Storm:  superior  technologies  providing  quick  and 
decisive  victory  with  minimal  loss  of  life  whenever  and  wherever  needed.  Because  technology 
never  stands  still  -  in  the  US.  or  abroad  -  it  will  be  necessary  to  improve  continuously  the 
technical  quality  of  our  systems  and  equipment  fielded  in  the  active  and  reserve  ready  forces.  New 
weapons  have  to  be  available  to  America's  armed  forces  on  a  continuing  basb  for  them  to  become 
proficient  in  their  employment.  If  new  systems  are  put  into  storage  until  a  need  leads  to  their 
production,  or  are  recycled  through  iterations  of  prototyping,  the  troops  and  their  leaders  will  not 
acquire  and  maintain  their  skills  and  confidence  in  using  them  when  called  upon  to  do  so. 

An  acquisition  strategy  designed  to  achieve  these  quality  and  readiness  standards  must  be 
attentive  to  maintaining  a  strong  industrial  base.  In  particular,  the  strategy  should  be  attentive  to 
the  parallel  objectives  of  (1)  supporting  the  aerospace  industries'  unique  "design,  build  and  field" 
capabilities  and  (2)  offering  continuous  opporturuties  to  undertake  profitable  RDT&E  work. 
Successful  strategy  must  also  provide  the  foundation  for  a  long-term  focused  budgetary  planning 
process. 

The  elements  of  such  an  acquisition  strategy  are  present  in  an  approach  that  decouples  the 
development  process  from  a  commitment  to  productiort  Today,  development  activity  is  limited  by 
the  requirement  that  Engineering  and  Manufacturing  Development  (ENffi))  and  production  be  fully 
funded  in  the  Future  Years  Defeiwe  Budget  (FYDP).  By  decoupling  development  from  a 
commitment  to  production  within  a  budget  planning  framework,  we  can  nurture  a  culling  process 
in  which  only  the  most  superior  technological  ideas  will  eventually  reach  low  rate  production  and 
be  fielded. 

For  example,  in  each  decade,  400  Mission  Need  Studies  (1-year  duration  each)  could  feed 
into  100  Concept  Exploration  k  Definition  projects  (2-year  duration  each),  which  could  feed  into  30 
Dem  Vals  (3-year  duration),  which  could  feed  into  10  EMDs  (4-year  duration)  and  3  production 
programs  by  competitively  down-selecting  to  only  the  best  at  each  phase  along  the  way.  This  will 
continuously  place  new  technology  systems,  both  product  and  process-matured,  into  the  field  for 
tactical  exploitation,  training,  planning,  and  support. 

In  summary,  the  result  would  be  continuous  exercising  and  refinement  of  a  process  that 
could  be  applied  to  defense  programs  or  to  programs  of  diversification  into  the  commercial 
enviroiunent.  The  process  would  begin  with  a  large  number  of  proposed  iimovations  that  would 
be  culled  at  successive  acquisition  milestones.  The  result  of  the  overall  process  would  be  more 
Concept  Exploration  and  Definition  (CE&D)  and  Demonstration/Validation  (Dem/Val)  projects,  an 
affordable  and  predictable  number  of  aircraft  Engineering  and  Manufacturing  Developments  (in 
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the  above  example,  10  aircraft  per  decade),  and  a  smaller  number  of  low  rate  production  programs 
(in  the  above  example,  3  per  decade). 

Implementation  of  this  development  and  acquisition  strategy  would  sustain  and  stabilize  a 
sufficient  number  of  competitive  engineering  teams,  while  continuously  enhancing  our  technology 
base  and  delivering  clearly  superior  weapon  systems  to  our  operational  commands. 

Recommendations 

We  recommend  that  the  "spirit"  in  which  defense  conversion  is  to  be  implemented  emphasize 
investment  in  those  opportunities  that  not  only  enhance  the  National  Security  (focus  on  the  defense 
side  of  dual-use),  but  help  the  defense  industry  to  make  itself  competitive  in  a  world<lciss  market. 
AIAA  recommends  that  the  DoD  and  Congress: 

o  Move  toward  a  structure  where  there  will  be  very  few  defense-unique  sectors  (for  example, 
submarines,  tanks,  and  combat  aircraft)  and  a  larger  number  of  sectors  which  are  fully 
integrated  in  terms  of  the  civilian  and  military  industrial  applications.  Large  numbers  of 
subsystems  for  even  the  unique  platforms  could  be  procured  using  commercial  best  practices. 

o  Incentivize  projects  which  use  industrial  specifications  and  standards  as  the  norm  and  require 
the  justification  of  each  military  specification  and  standard  that  is  proposed. 

o  Use  "Budget  Templates"  to  gauge  and  ensure  adequate  defense  investment  is  apportioned 
from  Mission  Need  Studies  to  Concept  Exploration  &  Definition  (CE&D)  projects  to  Dem  Vals 
to  HMDs,  and  finally  to  efficient  low  rate  production. 

o  Incentivize  industry  to  refacilitize  from  mass  production  operations  to  flexible  manufacturing 
operations,  where  high  efficiencies  can  be  achieved  with  multi-product,  low-volume 
operations. 

o  Incentivize  cost  control  as  a  critical  part  of  the  weapon  requirements  process.  Avoid  fixed- 
price  development  contracts  in  favor  of  cost-plus  contracts  that  allow  sharing  of  cost  savings 
in  such  a  way  as  to  provide  higher  profits  when  programs  are  performed  at  lower  than 
expected  cost. 

Any  strategy  or  policy  that  stops  even  momentarily  the  continuous  flow  of  new  technology 
advanced  systems  into  the  hands  of  America's  armed  forces  will  inevitably  cause  our  qualitative 
advantage  over  potential  adversaries  to  erode  and  with  it  our  ability  to  maintain  flexible,  mobile, 
agile  and  swift  victorious  responses  to  would-be  aggressors.  In  responding  to  reduced  defense 
needs  and  correspondingly  reduced  defense  resources  as  a  result  of  the  end  of  the  Cold  War,  we 
should  be  ever  mindful  of  America's  commitment  to  technological  superiority  that  made  this 
positive  result  possible. 

In  the  final  analysis,  we  must  remember  that  our  technological  superiority  has  been 
produced  by  the  commitment  and  efforts  of  the  scientists,  engineers,  and  production  line  workers 
of  the  U.S.  aerospace  industry  —  including,  to  a  significant  degree,  our  AIAA  members.  Public 
policy  rhetoric  and  macroeconomic  abstractions  will  be  of  little  comfort  to  the  unemployed  staffs  of 
companies  in  Texas,  Connecticut,  New  York,  California  and  elsewhere  around  the  nation  if  it  is 
going  to  take  6  or  7  years  for  the  job  market  to  rebound  to  the  point  that  they  can  be  reemployed  in 
comparably  paying  ]x>sitions  that  include  the  security  of  health  and  retirement  programs. 
THANK  YOU 
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Reservoir  of  Words: 

The  deficit  problems  facing  the  nation,  and  the  competition  for  government  resources,  is  diverting 
funds  from  defense  activities  important  the  advancement  of  this  branch  of  science  and  engineering. 
We  believe  it  is  more  effective  and  economical  to  sustain  the  national  engineering  capabilities  that 
have  matured  over  the  decades  of  the  cold  war  than  to  allow  these  capabilities  to  disappear  with 
the  belief  of  replacing  them  if  needed  in  the  future. 


There  has  been  a  tendency  to  blame  defense  firms  for  this  situation,  but  the  government  is  at  least 
as  much  at  fault  Companies  can  stop  working  in  defense  or  go  bankrupt,  but  if  they  plan  to 
produce  for  the  US.  government,  they  have  to  follow  the  government's  rules  and  maintain  large 
staffe  to  produce  the  paperwork  the  U.S.  government  requires. 

Technology  Provided  by  Government  Defense  and  Civilian  Sectors 

We  support  the  development  of  a  national  policy  based  upon  the  defense  and  aerospace  industrial 
bases.  The  new  policy  would  re-marry  America's  economic  performance  with  its  technology  base 
using  the  resources  of  the  defense  and  aerospace  industries  as  its  focal  points.  The  policy  would 
redirect  freed-up  resources  from  these  industries  toward  the  task  of  successful  conunercialization  of 
high-technology  endeavors  in  the  world  market  place.  In  this  way,  the  mission-oriented  fervor  of 
the  defense  arid  aerospace  industries  can  be  re-applied  to  attack  the  lost  lead  in  commercialization 
of  American-invented  technologies  and  thus  provide  the  foundation  for  the  new  era  of  economic 
growth  the  nation  and  the  world  are  anticipating. 

The  transfer  of  technology  from  the  defense  aerospace  industry  to  commercial  applications  will  be 
one  of  our  nation's  greatest  challenges.  Oearly,  end-product  requirements  and  product 
applications  of  the  defense  aerospace  industry  are  vastly  different  from  those  in  the  commercial 
sector;  thus,  this  industry  must  strive  to  develop  commercial  marketing  proficiencies  that  rival  the 
best  in  the  private  sector.  Thb  will  be  a  struggle  not  easily  overcome.  At  a  minimum. 
Congressional  support  in  the  early  years  vnll  be  essential  ingredients  to  the  successful  transfer  of 
technology  applications  from  the  public  to  the  private  sector. 
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Thursday,  May  6,  1993. 
MISCELLANEOUS  DEFENSE-RELATED  ISSUES 

WITNESS 
JAMES  A.  YOUNG,  SEVERNA  PARK,  MD. 

Introduction 

Mr.  MuRTHA.  The  next  witness  is  Mr.  James  Young  of  Severna 
Park,  Maryland. 
Mr.  Young. 

Statement  of  Mr.  Young 

Mr.  Young.  Thank  you,  Mr.  Chairman  and  Members  of  the  Com- 
mittee. I  appreciate  the  opportunity  to  again  present  testimony 
before  your  Committee. 

Let  me  try  to  summarize  my  topics  a  bit  more  condensed  than 
before.  I  want  to  encourage  the  DOD  to  expand  advanced  technolo- 
gy research  and  development  wherever  possible  for  all  new  weapon 
systems  for  aircraft,  ships,  submarines,  tanks  and  other  systems, 
and  to  pay  particular  attention  to  deployment  of  new  platforms 
with  old  weapons.  What  I  have  identified  is  the  Seawolf  submarine 
system,  which  has  been  perhaps  one  that  might  be  somewhat  obso- 
lete by  the  time  it  is  launched. 

Going  to  another  topic  of  advanced  spy  satellites,  with  the  ad- 
vances in  computer  technology  and  sensor  technology  and  the  ad- 
vanced work  of  NASA  and  other  agencies,  satellites  of  today  have 
the  abilities  to  monitor  all  of  your  troop  movements,  all  your  weap- 
ons, all  your  aircraft,  pick  up  an  aircraft  in  mid-air,  tanks,  and  sub- 
marines. You  should  consider  spy  satellites  as  particularly  danger- 
ous to  the  well-being  of  the  military  forces  of  the  United  States 
Government. 

In  January  of  this  year,  I  had  a  laser  beam  of  light  scanning 
back  and  forth  in  my  front  yard  in  the  middle  of  the  night.  I  was 
quite  surprised  to  see  such  a  thing — a  laser  beam  no  bigger  than  a 
pen  cap  in  diameter.  If  that  w£is  truly  from  a  spy  satellite  from  50 
or  a  hundred  miles  away,  I  didn't  realize  that  the  laser  technology 
had  been  refined  to  such  a  fine  degree,  and  I  wanted  to  bring  this 
to  your  attention. 

Mr.  Murtha.  Mr.  Young,  you  have  some  very  interesting  points 
here.  The  staff  has  brought  them  to  my  attention. 

As  you  know,  we  have  some  experts  in  covert  activities  and  in 
spy  satellites.  We  want  to  study  in  detail  some  of  the  ideas  you 
have  about  the  diesel  submarine  and  MHD.  We  have  been  interest- 
ed in  that  for  a  long  time. 

I  appreciate  your  coming  before  the  Committee.  You  have  done  a 
service  to  the  Committee  with  the  work  that  you  have  done  in 
studying  these  issues  and  bringing  them  to  our  attention. 

Thank  you  very  much  for  your  testimony.  Your  entire  testimony 
will  appear  in  the  record. 

Thank  you  very  much. 

[The  statement  of  Mr.  Young  follows:] 
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James  A.  Young 

861  Buckinghams  Cove 

Severna  Park,  MD  21146 


Honorable  John  Murtha,  Chairman 
Defense  Subcommittee 
Committee  on  Appropriations 
U.S.  House  of  Representatives 
Washington,  DC  20515 


Honorable  Chairman  and  Members  of  the  Subcommitte, 

Thank  you  for  allowing  me  to  again  present  testimony  before  you 
today.  Hopefully  the  items  I  bring  before  you  will  be  considered  by 
Congress. 


ADVANCED  TECHNOLOGY  RESEARCH  AND  DEVLOPMENT 

The  Department  of  Defense  should  always  consider  the  trade  off 
decision  for  building  a  new  ship,  aircraft,  or  tank  regarding 
utilizing  old  existing  technology  for  the  weapon  on  the  new  vehicle 
or  utilizing  new  techonolgy  weapons  for  the  new  vehicle.  A  case  in 
point  is  now  the  NAVY  is  building  the  new  submarine  "SEA  WOLF"  with 
I  understand  old  technology  weapons,  which  will  result  in  probably 
a  new  SUB  that  would  likely  be  obsolete  the  day  it  is  launched. 
Instead  I  would  encourage  the  NAVY  to  build  lower  cost  unmanned 
diesel  submarines  utilizing  the  latest  weapon  technology,  which 
would  have  the  advantage  of  being  battle  ready  the  day  they  would 
be  completed. 

It  is  my  understanding  that  the  building  of  the  "SEA  WOLF"  was 
scaled  back  in  favor  of  newer  more  technologically  advanced  nuclear 
submarine.  Why  in  this  age  of  budget  cuts  would  we  change  the 
previous  plans  to  cut  back  deployment  of  the  "SEA  WOLF"?  Shouldn't 
we  focus  on  the  development  of  the  best  economically  feasible 
technology?  Certainly  the  United  States  lead  in  technology  is 
responsible  for  our  superior  military  status  and  strong  leadership 
economically  for  democracies.  Can  the  United  States  afford  to  not 
continue  to  lead  in  research  and  development? 

IMPACT  OF  SPY  SATELLITES 

The  impact  of  Spy  Satellites  on  the  Defense  Department  weapon 
systems  must  be  assessed.  Heretofor  relative  little  importance  of 
weapon  system  design  has  addressed  the  possibility  of  discovery  of 
exact  locations  of  all  military  weapons — aircraft,  ships, 
submarines,  tanks,  infantry,  facililties  and  equipment.  Spy 
Satellites  are  utilizing  the  latestest  in  computer  technology  as 
well  as  other  sensor  improvements  and  innovations  to  make  extensive 
physical  and  electronic  measurements  of  signals  and  physical 
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parameters  including  photographs — optically  or  with  wide  area 
surveillance  radar,  lasar  radar,  and  synthetic  aperture  radar.  The 
Defense  Department  should  be  required  to  publish  an  inventory  of 
all  space  objects  that  could  monitor  Defense  activities,  including 
the  following:  Scientific  Satellites,  Foreign  Satellites,  and  other 
objects  of  interest. 

In  January  1993,  I  presume  a  spy  satellite  directed  a  laser  beam  of 
light  scanning  back  and  forth  in  my  yard  late  at  night. 

WEAPONS  TO  FOOL  SPY  SATELLITES 

Earlier  this  year  I  forwarded  a  letter  to  the  Honorable  Secretary 
of  Defense,  Public  Affairs  Department,  Pentagon,  wherein  several 
advanced  concepts  were  presented  regarding  weapons  to  fool  Spy 
Satellites.  A  copy  of  that  letter  is  included  for  reference. 
Essentially  I  would  encourage  your  Subcommittee  to  increase  funding 
appropriations  for  Submarine  and  other  weapons  identified  in  that 
letter.  Additional  weapons  to  Destroy  Spy  Satellites  were  suggested 
including  powerful  radar,  lasers,  x-rays,  and  simulated 
electromagnetic  pulse  (EMP)  of  hyrogen  bombs.  Additional  nuclear 
physics  research  could  be  funded  to  design  advanced  weapons  that 
could  yield  powerful  directional  energy  and  rays  from  advanced 
nuclear  devices  that  when  activated  would  destroy  the  target 
without  the  associated  pressure  waves  of  nuclear  bombs. 

CHEMICAL  AND  ENVIRONMENTAL  DESTRUCTION  OF  FISH  AND  WILDLIFE 

Last  year  I  discovered  a  chemical  CAPTAN,  an  agricultural  chemical 
to  prevent  fungus  on  plants  and  seeds,  which  I  understand  is  but 
one  of  many  chemicals  approved  by  EPA  which  is  responsible  for 
widespread  death  of  birds  and  wild  animals.  The  FBI  from  Baltimore 
office  came  to  my  home  in  Severna  Park  without  a  search  warrant  to 
discuss  CAPTAN  and  took  information  along  with  them  without 
compensation  on  CAPTAN,  a  medication  for  animals  and  other 
information  on  Hospitals.  Additional  research  is  needed  to  confirm 
and  remove  suspected  chemicals  from  the  environment.  This  past 
winter  I  discovered  that  nuclear  reactors  such  as  Three  Mile  Island 
are  only  allowed  to  heat  the  water  drawn  from  rivers,  lakes,  or 
oceans,  only  two (2)  degrees.  However,  I  found  that  Brunners  Island 
Steam  Turbine  Electric  Generation  Facility  just  a  few  miles  down 
stream  on  Susquehanna  River  in  Pennsylvania  was  heating  river  water 
approximately  30  to  40  degrees.  These  older  Steam  Turbine 
Facilities  must  be  modified  or  rebuilt  from  the  ground  up  to  not 
destroy  the  ecological  environmnet  of  the  rivers  by  overheating  the 
waters  used  to  cool  the  Turbine  facility.  I  would  estimate  that 
these  conditions  are  nationwide  affecting  all  public  utility 
companies  that  use  Steam  Turbines  to  generate  electricity, 
therefore  these  environmental  damages  must  be  dealt  with  by  the 
Federal  Government. 

IMPROVING  QUALITY  OF  HEALTH  CARE  IN  HOSPITALS  &  NURSING  HOMES 

Last  fall  in  1992  I  contacted  several  civilian  and  VA  hopitals  in 
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the  areas  of  Northern  Virginia,  Maryland,  Delaware,  Pennsylvania, 
and  New  Jersey  to  perform  research  on  chemicals  suspected  of 
killing  wildlife.  Unfortunately  many  of  the  hospitals  contacted 
were  of  rather  poor  state  of  affairs,  wherein  I  informed  several 
hospital  administrators  that  the  quality  of  their  hospital  needed 
to  be  improved.  I  had  informed  the  state  of  Maryland,  Department  of 
Health  and  Mental  Hygene  of  my  suggestion  of  forming  teams  of 
medical  doctors  and  staff  to  perform  unscheduled  audits  of  health 
care  in  hospitals  and  nursing  homes  to  establish  that  proper 
medications  were  prescribed  for  patients  and  that  hospitals  have 
adequate  staff  to  inspect  and  repair  modern  scientific  medical 
equipment.  This  was  to  insure  that  equipments  were  in  proper 
condition  and  that  staff  was  available  that  was  properly  trained  in 
operation  of  the  sophisticated  equipment  found  in  modern  hospitals. 
VA  hospitals  and  some  civilian  hospitals  equipment  were  found  to  be 
inadequate. 

REORGANIZATION  OF  FEDERAL  GOVERNMENT  AGENCIES 

The  above  items  suggest  that  many  United  States  Government  Agencies 
are  not  organized  to  be  effective  in  dealing  with  modern 
technology,  nor  can  they  effectively  deal  with  old  issues. 
Therefore  I  am  suggesting  that  Congress  deal  with  the  issue  of 
reorganizing  many  Federal  Agencies  to  deal  with  advances  in  our 
Civilization  that  are  occuring  now  and  could  be  expected  to  occur 
by  the  year  2,000  and  beyond. 

Thank  you  for  this  opportunity  to  present  this  information  to 
Congrepss.  respectfully  submitted  this  6th  day  of  May,  1993. 


James 
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James  A.  Young 

861  Buckinghams  Cove 

Severna  Park,  MD  21146 

410  647-6651 

March  10,  1993 

Honorable  Secretary  of  Defense 

Attn:  Public  Affairs  Office,  Ms.  Dee  Boldan 

Pentagon 

Washington,  DC  20301 

Dear  Honorable  Secretary  of  Defense: 

I  have  enclosed  information  that  may  be  of  interest  to  the  United 
States  Department  of  Defense.  This  information  was  submitted  to  the 
Honorable  John  Murtha,  Chairman,  Defense  Appropriations 
Subcommittee,  U.  S.  House  of  Representatives  on  an  informal  basis. 

The  Department  of  Defense  may  wish  to  pursue  one  or  more  of  the 
items  further.  I  would  be  interested  in  acting  as  a  technical 
consultant  to  advise  either  the  Department  of  Defense  or  its 
contractors.  The  information  is  proprietary  and  is  (c)  Copyright 
1993  by  James  A.  Young.  Thank  you  for  your  time  and  consideration. 


/SiTncerely  yours 
/James  A.  You 
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Decoy  Submarines  to  fool  spy  satellites. 

1.  Spy  satellites  utilize  heat  sensors,  vibration  sensors  or 
hyrophones  in  water  telemetered  to  satellites,  magnetic  sensors, 
gravity  sensors,  electromagnetic  sensors  and  other  sensors  which 
get  sampled  in  time  domain.  When  the  data  is  processed  by  Fourier 
Analysis  and  transformed  into  frenquency  domain,  histograms  are 
established  to  quanitify  exactly  which  kind  of  vehicle  is  being 
spyed  on. .airplane,  ship,  submarine,  tank,  etc... 

I  would  presume  that  any  organization  that  has  a  spy  satellite 
would  know  the  exact  location  of  all  US  NAVY  vessels  as  well  as  US 
NAVAL  Atomic  Submarines  that  have  hydrogen  bombs  aboard  on  various 
missiles. 

2.  A  Diesel  submarine  could  in  principle  be  controlled  by  control 
circuits  similar  to  Cruise  Missile  to  operate  without  any  personnel 
aboard  for  various  periods  of  time.  The  ship  could  be  equiped  with 
weapons  to  destroy  spy  satellites  or  missiles  or  whatever  the  Navy 
choses  to  deploy  aboard  the  vessel.  Limited  space  for  humans  to 
perform  maintenance  should  be  planned. 

3.  A  hyrofoil  boat  capable  of  operation  at  40  knots  or  greater 
speed  could  simulated  the  magnetic  field  of  a  large  atomic 
submarine  provided  that  sufficient  electrical  generator  equipments 
would  be  installed  to  power  wires  towed  behind  the  ship. 

4.  Different  devices  to  allow  operation  of  atomic  submarines  such 
as  quiet  drives — catepillar  and/or  raagnetohydrodynamic  drives  could 
be  placed  at  both  bow  and  stern  of  atomic  submarines  and  diesel 
submarines.  The  magetohydrodynamic  drive  could  generate  strong 
magnetic  signals  that  disrupt  spy  satellite  navigation  to  make  spy 
satellites  get  lost— although  if  spy  satellite  use  celestial 
navigation  gyros  that  nay  not  effect  spy  satellite. 

5.  Develop  refinements  in  signal  generation  capability  to  generate 
artifical  signal  profiles  from  all  submarines  to  allow  quick 
changes  to  be  mauie  to  fool  spy  sat«llit«s — Diesel  subs  could  appear 
to  spy  satellita  as  atomic  sub  and  vice  versa— this  may  have 
military  signifigance  froa  tin*  to  tine. 

6.  Naval  architects  fron  various  Navy  Research  and  Development 
facilites  could  provide  valuable  guidance  for  sone  of  the  above. 


(^3 


(c)  Copyright  1993  James  A.  Young 
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Weapon  to  Destroy  Satellites — NAVY  BOUY 

Approximately  2  to  3  months  ago  late  at  night  approximately  2  to  3 
AM  eastern  standard  time  James  A.  Young  returned  to  his  residencwe 
to  find  a  laser  beam  of  light  in  front  yard  slowly  scanning  back 
and  forth.  I  would  presume  this  light  beam  was  from  a  spy 
satellite. 

Suggest  that  NAVY  develop  a  bouy  to  be  postioned  near  naval 
facilities  throughout  areas  of  operation  that  would  not  be  manned. 

1.  Electronics  would  be  aboard  that  could  detect  weak  signals  from 
spy  satellites  such  as  lasers  or  synthetic  aperature  radar,  laser 
radar,  or  wide  area  surveillance  radar. 

2.  Upon  detection  determine,  if  possible,  if  friendly  satellite  or 
other  satellite  that  is  to  be  destroyed. 

3.  Destruction  can  occur  by  heating  of  satellite  by  utilizing 
pov/erful  radars,  lasers,  x-ray  machines,  and  simulated  EMP 
(Electromagnetic  Pulse)  of  hydrogen  bombs.  These  signals  should 
prevent  the  satellite  from  ever  functioning  again. 

4.  The  water  surrounding  the  bouy  can  be  utilized  to  cool  the 
equipments. 

(c)  Copyright  1993  James  A.  Young 
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Diesel  Submarines 

1.  Diesel  submarines  can  be  produced  at  significantly  lower  cost 
than  nuclear  submarines. 

2.  Large  powerful  diesel  engines  are  commercially  available  that  do 
not  have  to  be  developed. 

3.  Diesel  submarines  can  be  used  as  decoy  submarine  to  fool  spy 
satellites. 


(c)  Copyright  1993  James  A.  Young 
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Thursday,  May  6,  1993. 

MASSACHUSETTS  FOUNDATION  FOR  EXCELLENCE  IN 
MARINE  AND  POLYMER  SCIENCES 

WITNESS 

GARY  GLENN,  PRESIDENT,  MASSACHUSETTS  FOUNDATION  FOR  EXCEL- 
LENCE IN  MARINE  AND  POLYMER  SCIENCES 

Introduction 

Mr.  MuRTHA.  The  next  witness  is  Mr.  Gary  Glenn  of  the  Massa- 
chusetts Foundation  for  Excellence  in  Marine  and  Polymer  Sci- 
ences. 

Mr.  Glenn. 

Statement  of  Mr.  Glenn 

Mr.  Glenn.  Thank  you,  Mr.  Chairman.  I  will  just  highlight  a 
couple  of  points  of  my  testimony.  I  ask  that  the  full  testimony,  plus 
the  attachments  and  also  a  letter  I  just  received  from  the  mayor  of 
the  City  of  Alameda,  California,  be  entered  in  the  record. 

The  purpose  of  my  testimony,  Mr.  Chairman,  is  to  urge  this  Com- 
mittee's support  for  a  demonstration  project  to  create  new  high 
technology  industry  clusters  on  or  near  selected  military  bases 
scheduled  for  closure  or  major  reduction,  modeled  on  an  already 
proven  experience  in  Massachusetts. 

The  demonstration  project  would  use  the  remarkable  planning 
effort  in  Massachusetts  that  has  resulted  in  the  Nation's  most  suc- 
cessful bioscience  industrial  park.  A  planning  and  oversight  team, 
which  is  made  up  of  State,  local  government  and  private  sector 
people  that  was  responsible  for  this  development  in  bioscience  can 
be  applied  to  these  bases. 

The  locations  selected,  Mr.  Chairman,  for  the  demonstration 
project  are  two  locations  that  are  facing  very  serious  problems 
from  base  closures,  Alameda,  California,  with  the  Alameda  Naval 
Air  Station,  and  Lexington,  Massachusets,  in  conjunction  with 
Hanscom  Air  Force  Base,  which  is  scheduled  for  reductions. 

Mr.  MuRTHA.  Have  these  high  technology  demonstration  projects 
been  tried,  and  now  you  want  to  expand  to  the  two  area  bases? 

Mr.  Glenn.  Exactly.  The  bioscience  park  which  we  and  the  State 
of  Massachusetts  developed  in  the  City  of  Worcester  is  the  most  suc- 
cessful bioscience  park  in  the  country.  We  have  constructed  four 
buildings  on  State  land.  Every  inch  of  the  space  is  used 

Mr.  MuRTHA.  Come  in  and  talk  to  the  staff  about  this  because 
this  is  the  type  of  thing  we  are  looking  for  that  would  have  an 
impact  on  the  way  this  base  conversion  goes. 

I  appreciate  the  work  you  have  done  on  it,  but  we  need  to  know 
the  details  of  how  well  this  has  worked  and  some  of  the  suggestions 
you  have.  We  would  be  very  interested  in  looking  at  this. 

Mr.  Glenn.  Be  happy  to  do  that,  Mr.  Chairman. 

[The  statement  of  Mr.  Glenn  follows:] 
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Presented  to: 

Subcommittee  on  Defense  Appropriations 

House  of  Representatives 

Congress  of  the  United  States 


May  6,  1993 


Gary  Glenn 

President 

Massachusetts  Foundation  for  Excellence  in  Marine 

and  Polymer  Sciences 

9  Park  Street 

Boston,  MA  02108 

617-727-7430 
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This  purpose  of  my  testimony  is  to  urge  this  Committee's  support 
for  a  demonstration  project  to  create  new  high  technology  industry 
clusters  on  or  near  selected  military  bases,  modeled  on  an  already 
proven  industrial  growth  experience  in  Massachusetts. 

The  demonstration  project  will  be  applicable  to  two  kinds  of 
situations:  first,  where  a  military  base  is  scheduled  for  closure 
and  local  authorities  need  to  plan  for  alternative  employment 
sources;  and  second,  where  a  base  will  remain  open,  but  changed 
mission  requirements  argue  for  enhanced  job  groirth  and  industries 
related  to  but  not  part  of  the  base  mission. 

The  demonstration  project  will  use  the  remarkable  planning  effort 
in  Massachusetts  that  has  resulted  in  the  nation's  most  successful 
bioscience  industrial  park  as  a  model.  The  planning  and  oversight 
team  that  was  responsible  for  the  phenomenal  development  of  the 
bioscience  industry  cluster  in  Massachusetts  is  prepared  to  apply 
its  knowledge  and  expertise  to  this  demonstration  project. 

The  localities  selected  for  the  demonstration  projects  are  Alameda, 
California  (in  cooperation  with  the  Alameda  Naval  Air  Station)  and 
Lexington,  Massachusetts  (in  cooperation  with  Hanscom  Air  Force 
Base) . 

The  initial  objective  of  the  project  will  be  to  produce  information 
identifying  the  most  productive  pathways  leading  to  stimulation  of 
new  industry  clusters  and  job  growth.  Two  specific  areas  of  focus 
will  be  (1)  the  feasibility  of  establishing  small  business 
incubator  programs  on  or  adjacent  to  the  participating  bases  in 
which  new  companies  can  take  root  and  prosper  using  -  to  the  extent 
possible  -  support  mechanisms  from  base  personnel,  and  (2)  the 
creation  of  job  training  programs  using  the  facilities  of  local 
educational  institutions  in  cooperation  with  community  and  military 
base  leaders. 
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The  Need  for  New  Industry  Siting 

Because  of  accelerating  transfer  of  new  technologies  from 
university,  non-profit  and  Federal  laboratories  into  the  private 
sector,  there  is  a  rapidly  increasing  need  for  physical  space  in 
which  new  companies  can  be  nurtured  and  grow.  In  particular,  there 
is  a  need  for  incubator  space  and  support  services  where  new  and 
small  companies  can  begin  their  lives.  A  recent  report  from 
California  indicated  that  start-up  biotechnology  companies  in  the 
Bay  Area  were  having  a  difficult  time  finding  appropriate  space. 
Similarly,  on  the  East  Coast,  the  incubator  and  industrial  park 
site  established  in  Massachusetts  filled  up  even  before 
construction,  and  now  is  thriving  with  successful  companies. 

The  Role  of  Military  Facilities 

U.S.  military  services  have  been  asked  to  play  an  increasingly 
varied  role  in  the  promotion  of  national  economic  competitiveness. 
The  implementation  of  this  mandate  can  be  seen  in  improved 
communication  between  base  authorities  and  local  communities,  and 
in  efforts  to  speed  the  flow  of  technologies  from  military  to 
commercial  uses.  The  Commonwealth  of  Massachusetts  signed  an 
agreement  with  the  military  bases  located  within  its  boundaries  in 
1990  with  the  objective  of  facilitating  interaction  between  small 
businesses  and  defense  related  research  appropriate  for  commercial 
applications.  (I  ask  that  a  copy  of  that  agreement  be  included 
with  this  testimony) . 

Base  Reductions  and  Closings 

Concurrent  with  the  military's  increased  focus  on  contributing  to 
the  nation's  competitiveness  is  a  countervailing  trend  that  has 
negative  consequences  for  neighboring  localities,  namely  base 
reductions  and  closings.  It  is  one  of  the  goals  of  this 
demonstration  project  to  show  how  improved  community-base 
cooperation  can  help  to  ameliorate  the  effects  of  base  reductions 
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by  building  on  the  objectives  of  military  support  for  national 
competitiveness . 

Selection  of  Sites  for  Demonstration  Project 

The  cities  of  Alcuneda,  California,  and  Lexington,  Massachusetts, 
have  been  selected  for  participation  in  this  project  because  they 
share  many  relevant  circumstances  and  because  both  can  be  adversely 
effected  by  near-term  or  long-term  reductions  in  operations  at 
nearby  military  bases:  The  Alameda  Naval  Air  Station  in  the  case 
of  Alameda,  and  Hanscom  Air  Force  Base  in  the  case  of  Lexington. 
Alternatively,  both  communities  can  benefit  dramatically  from 
expanded  cooperation  with  their  neighboring  bases.  Alameda  and 
Lexington  are  both  located  close  to  sources  of  substantial  future 
job  growth  in  the  rapidly  emerging  biotechnology  industry.  Alameda 
is  more  or  less  equidistant  from  Stanford  University  and  the 
University  of  California,  Berkeley,  sources  of  significant 
biological  scientific  breakthroughs  offering  commercial  potential. 
Lexington,  similarly,  is  close  to  Harvard  University  and  the 
Massachusetts  Institute  of  Technology.  Taken  together,  the  San 
Francisco  Bay  Area  surrounding  Alameda,  and  the  Greater  Boston  area 
surrounding  Lexington,  account  for  a  major  proportion  of  U.S. 
industrial  growth  in  biotechnology. 

Massachusetts  Foundation  for  Excellence  in  Marine  and  Polymer 
Sciences  Experience  in  Emerging  Technology-based  Incubator 
Development  Activities 

The  Massachusetts  Centers  of  Excellence  was  created  by  the 
Massachusetts  legislature  in  1985  to  stimulate  and  promote  growth 
in  various  sectors  of  emerging  and  high  technology  industries. 
MCEC  played  a  central  role  in  planning,  designing,  and  implementing 
state  support  for  the  biotechnology  industry  park  in  Worcester, 
Mass.,  now  the  largest  in  the  United  States. 

I  request  this  Committee's  support  in  allocating  $1.2  million  to 
plan,  design,  and  implement  the  demonstration  project. 
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COOPERATIVE  TECHNOLOGY  TRANSFER  INITIATIVE 


7  FEBRUARY  1990 
HE  UNITED  STATES  AIR  FORCE  ON  BEHALF  OF  THE  MASSACHUSETTS 
MILITARY  COALITION  AND  THE  EXECUTIVE  OFFICE  OF  ECONOMIC 
AFFAIRS  OF  THE  COMMONWEALTH  OF  MASSACHUSETTS  AGREE  TO 
PURSUE  A  COLIABORATTVE  INITIATIVE  IN  A  BROAD  ARE.^.  OF  RESEARCH.  DEVELOPMENT 
AND  TECHNOLOGY  TRANSFER.  THE  PURPOSE  OF  THIS  INITIATIVE  IS  TO  FACILITATE 
COOPERATIVE  RESEARCH  AND  DEVELOPMENT  AGREEMENTS  AND  TECHNOLOGY 
TRANSFER  BETWEEN  THE  DEPARTMENT  OF  DEFENSE  LABORATORIES  IN  THE 
COMMONWEALTH  AND  THE  PRIVATE  SECTOR  IN  ACCORDANCE  WITH  THE  FEDERAL 
TECHNOLOGY  TRANSFER  ACT  OF  1986  (PUBLIC  LAW  96-4^0  AS  AMENDED  BY  PUBLIC  LAW 
99-502). 

WE.  THE  UNDERSIGNED,  AGREE  TO  THE  ESTABLISHMENT  OF  THIS  TECHNOLOGY 
TRANSFER  INmATIVE. 


/ 


r 

X. 


MICHAEL  S.  DUKAkiS 

GOVERNOR/ 

COMMONWEALTH  OF  MASSACHUSETTS 


'(f. 


t 


JRDON  E  FOF 
LmUTIENANT  GENERAL,  USAF 

>ER 
ELECTRONIC  SYSTEMS  DIVISION 
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Alameda  fearful 
of  the  future 

—  enough  to  buy  a  new  color  TV 
for  every  household  ou  the  isJand 
of  Alameda. 

And  while  not  ali  this  money 
actually  ntiakes  its  woy  to  Alameda, 
it«  loss  could  devastate  many  local 
busiueeses  and  government  agen- 
cies as  well  as  individuals  like 
Webber. 

The  impact  would  reverberate 
from  the  clerks  at  Webster  Street's 
Garden  Dry  Cleaners,  which 
makes  50  percent  of  its  income 
launderinK  military  uniforms,  to 
M-orkera  at  the  town's  small  elec- 
tricity plant,  which  sends  one-third 
of  its  power  to  tho  base. 

It  would  affect  the  pastor  of  the 
chuich  that  draws  its  congregation 
from  the  base,  the  civilian  workers 
who  depend  on  income  from  their 
jobs  tliere,  the  children  who  are 
facing  yet  another  move. 

The  school  district,  which  draws 
26  percent  of  its  student  body  from 
military  families,  would  lose  $10 
million  a  year,  a  quarter  of  its  an- 
nual budget. 

"If  these  students  are  all 
shipped  out  somewhere  else,  we 
would  have  to  close  25  percent  of 
our  schools  and  lay  off  25  percent 
of  our  staff,"  said  Assistant  Super- 
intendent Tom  Hudson. 

For  young  teachers  like  Webber, 
this  is  uiithiiikoble. 

"I  would  ha\'e  never  thought  I'd 
be  working  at  a  military  school," 
Webber  said.  "Having  grown  up  in 
Berkeley  with  a  liberal  upbringing, 
I  can't  believe  that  I'm  praying  that 
the  bases  aren't  going  to  close." 


Ginny  Delacuadra,  owner  of 
Dale's  Tavern  on  Main  Street,  has 
already  given  up  on  prayer. 

Since  1980,  she's  watched  help- 
lessly as  the  Navy  decommissioned 
many  of  the  ships  that  used  to  send 
sailors  streaming  into  her  bar. 

Now  the  ramshackle  establish- 
ment, which  once  offered  Friday 
night  cha-cha  contests  and  sold 
burgers  by  the  dozens,  looks  almost 
abandoned. 

Already  facing  foreclosure  on 
her  building,  Delacuadra  is  certain 
that  the  air  station's  closure  would 
be  the  final  blow  for  her  business. 

"All  of  the  Navy  knows  me,  be- 
cause I've  been  in  this  business  23 
years,"  she  said.  "But  anytime 
now.  I  will  lose  everything.  If  they 
close  the  base,  there's  nothing  left 
here  for  me." 

She  looked  out  over  the  empty 
bar  stools  at  tlie  afternoon  crowd, 
consisting  of  a  single  sailor. 

.  "I've  got  to  pay  the  bartender," 
she  said.  "I've  got  to  replace  the 
glasses,  because  the  customers  ei- 
ther  break  them  or  take  them 
home.  How  am  I  going  to  do  it?" 

Delacuadra  feels  like  she's  being 
abandoned  by  the  Navy.  It  was  her 
husband's  service  in  the  Navy  that 
brought  Delacuadra  to  the  United 
States  from  the  Philippines  32 
years  ago.  Her  husband  worked  for 
the  Navy  for  over  20  years  and  four 
of  her  six  children  served  as  well. 

"We  served  this  country.  We  de- 
serve something  else."  she  Raid. 
"When  I  came  here,  I  thought  if 
you  work  in  America,  you'll  make 
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it.  I  never  thought  you  could  work 
for  32  years  and  lo&e  it  all  in  one 
day." 

She  said  with  the  base  likely  to 
close  and  her  business  on  the  path 
to  ruin,  she  and  her  family  might  as 
well  go  back  to  the  Philippines. 
--'I  was  a  pioneer  in  Alameda,  but 
riow  Alameda  cannot  provide  for 
us,"  she  said  "Maybe  I'll  send  my 
citizenship  papers  to  Qinton  and 
tell  him  where  to  stick  them." 


Civilian  base  worker  Steve  Fa- 
zio couldn't  get  the  Navy  out  of  his 
system  quit-e  so  easily. 

In  his  family,  civilian  work  on 
military  bases  is  an  occupation 
that  has  been  pa.<«ed  down  through 
three  generations. 

On  the  day  that  Faiio  learned 
that  the  Alameda  base  closure 
might  eliminate  his  job  as  a  fore- 
man aircraft  mechaidc.  his  father, 
a  civilian  naval  worker  in  Norfolk. 
Va.,  was  teaming  that  his  base  was 
on  the  list  for  closure  as  well. 

"Everyone  in  my  £amily  has  ei- 
ther served  in  the  military  or 
worked  for  the  govenunent,"  said 
Fazio.  "I  don't  know  anything 
else." 

For  more  than  10  years  both 
Fado  and  his  wife,  Jeannette.  have 
worked  at  the  base's  Naval  Air  De- 
pot. Now.  with  four  children  at 
home  and  Jeannetta  pregnant  with 
the  fifth,  both  their  incomes  are 
threatened 

"It's  scary  now  that  we're  going 
to  have  one  more  mouth  to  feed 
and  I  don't  even  know  if  I  am  going 


to  have  a  job,"  said  the  Union  Citj 
resident,  who  can't  imagine  how 
he'U  translate  his  highly  technica 
naval  air  mechanic  skills  to  th( 
private  sector. 

"Who  would  hire  me?  Wha 
skills  do  I  have.  Every  place  is  lay 
ing  people  off."  he  said 

Jeannette  Fazio  said  the  threa 
of  the  base  closure  has  destroye< 
her  sense  of  security.  Her  wors 
fears  are  that  tl^e  family  could  hav  >. 
to  resort  to  welfare. 

'*!  can't  sleep  at  night.  I  hav  > 
nightmares,  I'm  so  scared,"  sh| 
said  "We  really  want  to  work.  It 
just  that  the  government  is  sayin{( 
we  don't  need  you  anymore." 


Ironically,  the  base'R  14,672  mi 
itary  workers  and  their  familids 
probably  would  be  affected  least  l^- 
the  naval  air  station's  shutdown. 

The  closure  would  merely  mean 
a  change  of  scenery,  as  they  aiie 
transferred  to  other  bases.  Mank^ 
already  are  used  to  beixvg  moved 
every  three  years. 

"It  wouldn't  affect  us  at  all" 
said  Pam  Paschal,  who  lives  in  tie 
militAiy  apartment  complex  rigl  t 
outaide  the  base's  gates  with  h<r 
husbaiid  and  two  children. 

"Hopefully,  we're  being  trani - 
ferred  within  a  year  anyway."  si  e 
said  "I  just  don't  want  to  be  hei  e 
during  the  next  earthquake." 

Paschal,  whose  husband  is  a  av  • 
ation  machinist's  mate  in  the  N  • 
vy.  moved  from  her  home  in  Pho  • 
nix  to  Virginia  and  then  Alamed  i. 

"We're  moving  anyway."  sle 
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provide  lUpport  if  there  were  a 
mass  exodvu  ttom  the  bue. 

"Moving  ii  alwayi  hard  It  will 
be  very  rough  on  the  kids,"  he  Mid. 
"Many  of  our  membete  will  need 
emotional  eupport.* 

But  he  doeen't  care  to  dwell  on 
the  effect  that  could  have  on  the 
church's  coDectioD  boi  —  or  on  its 
lurvivaL 

"A  church  i*  made  up  of  peo- 
ple," he  aaid.  "God  win  provide.  We 
believe  God  would  not  have  noiade  a 
church  hare,  if  it  couldn't  survive." 


said.  "But  it's  sad  to  see  the  base 
'close.  I  feet  bad  for  all  the  people 
who  have  to  stay  here." 


Youth  Pastor  Roger  Brown  of' 
Alameda'*  Calvary  Christian  Cen- 
ter has  made  it  his  business  to 
know  all  the  earthly  trials  a  sailor 
can  face. 

Every  Wednesday  night,  dotena 
of  young  Navy  men  come  to  his 
Bible  study. 

"They  get  lonely  on  the  ship. 
There's  not  really  that  much  to 
do,"  said  Brown.  'They  want  a 
place  to  go  that  isn't  a  tin  can." 


Brown,  a  recent  Navy  veteran, 
has  done  e\'erything  to  make  sure 
that  that  place  is  his  church.  But  if 
the  naval  air  station  shuti  down, 
the  church  could  be  close  to  empty. 

Forty  percent  of  its  congrega- 
tion is  made  up  of  current  Navy 
personnel  \Vhen  you  count  former 
Navy  workers  and  civilian  base 
employees,  military  workers  make 
up  90  percent  of  the  congregation. 
Brown  said. 

"^Ve  consider  ourselves  a  miH- 
tary  church,"  he  said.  "If  tha  basa 
ckoss  well  have  a  complete  turn- 
around as  p«opls  leave." 

Brown  said  the  church  would 


When  11-year-old  Heather 
Acosta  thinks  of  base  closures, 
what  comes  to  her  mind  b  a  darii, 
furry  German  shepherd  mix 
named  Munster. 

She  know*  that  her  parenla  are 
civilian  workers  at  militaiy  kxa- 
tions  threatened  with  ckMure  — 
her  mother  at  the  Alameda  Naval 
Air  Station  and  her  father  at  Oak- 
land's Naval  Supply  Center. 

She's  been  told  that  if  they  lose 
their  jobs,  the  family  would  have  to 
sell  the  hovise  in  Pitt«burg  they 
bought  two  yean  ago.  This  means 
that  Munster.  the  dog  that  has  be- 
come Heather's  wrestling  mate, 
tug-o-war  partner  and  "best  ani- 
mal friend,"  will  almost  surely  have 
to  leave  the  family. 

"I  guess  m  seQ  him  for  about 
$2,000,"  said  Heather,  putting  on  a 
brave  face.  "No.  maybe  not  How 
about  $5,000?  Without  him.  111 
have  nobody  left  to  play  with." 

In  her  first  seven  years.  Heather 
moved  nine  times,  while  her  par- 
ents struggled  financially. 

Now,  just  as  the  family  has  set- 
tled into  their  ftist  owned  home, 
the  base  ckMures  are  threatenmg 
the  Acostas'  economic  stability. 

"I,ast  time  we  moved.  I  k>st  all 
my  friends  and  I'm  stiO  waiting  for 
new  ones,"  said  Heather.  "I  dont 
want  to  go  through  the  same  thing 
again." 

She  hopes  moet  of  aD  that  the 
government  would  offer  some  kind 
of  f[)tun  to  her  parents,  so  they  can 
offer  one  to  her. 

"I  hope  if  they  get  laid  off.  at 
least  someone  builds  another  base 
for  them  to  go  to,"  she  said.  "Or 
they  can  clean  up  the  freeways  or 
do  work  for  Clinton,  or  anjihing. 

"I  try  not  to  worry  about  it,"  she 
said.  "U  I  worriad  about  it.  I'd  b« 
eoinz  nuts." 
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Engineers, 
scientists 
face  the  ax 


Thousands  of 
I  weB-paid  jobs 
wiD  vanish  if  Bay 
naval  bases  are  shut 


By  Damui  J-  OpAtmy 

OF  1>C  EXAMNtR  STtfF 


I 


F  THE  PentaeoQ  shuu  down 
six  B«y  Area  naval  bases  as 
proposed,  H  will  mean  1,453 
engineers,  767  electriciana, 
584  aiicraft  mechanics  and 
67  scientists  will  be  looking  for 
work,  civilian  personnel  data  torn 
the  Department  of  Defense  shows. 

In  addition,  2,278  technicians, 
1,825  managers  and  1,207  metal 
workers  would  be  tossed  in  the  ar' 
ea's  already-stagnant  labor  pooL 

Whether  the  Bay  Area  job  mar- 
ket ooutd  absorb  these  mostly 
white  and  predomiitantly  male 
woriiers  —  neariy  18,000  people  in 
all  •>  remains  to  be  seen,  but  indi- 
cations are  it  could  not 

Patti  Castro,  the  employment 
and  training  manager  for  tha  AIa< 
^meda  County  Private  Industry 
Council,  said  if  a  still  uocertain 
whether  ths  basas  wiU  ba  shut  If 
they  are,  eipect  the  wont 

"If  they  wetaaU  laid  off  today.  1  1 
yould  say.. no.  wf  c«at  absorb  I 
them  because  there  an  too  inaiiy  I 
people  out  of  work,*  Caatro  said.      [ 

But  aha  says  the  situation  coukt 
change  by  the  199S  taigst  data  tot 
ddsuna. 


"We  have  to  find  out  what  kinc 
of  skills  these  people  have  and 
which  are  transferable  stiUs,"  Cas- 
tro said  "We  have  to  determine 
which  people  can  get  work  on  theit 
own  and  who  needs  to  be  re- 
trained" 

The  federal  government's  Bass 
Realignment  and  Closure  Panel  is 
considering  a  plan  to  shut  31  bases 
nationally.  Among  them  are  six 
Bay  Area  installationa:  the  Alame- 
da Naval  Air  Station,  Alameda  Na- 
val Aviation  D^x>t.  Oakland  Naval 
Hospital,  Oakland  Naval  Supply 
Center,  Mare  Island  Naval  Ship- 
yard in  Vallejo  and  Treasure  Island 
Naval  Station  in  San  Francisco. 

A  description  of  the  gender,  ra- 
cial and  job  profila  of  civilian  em- 
ployees at  each  of  the  Bay  Area 
sites  was  provided  to  The  Examin- 
er by  the  Defense  Manpower  Data 
Center  in  Monterey. 

After  15  yean  on  the  Job  at  the 
Alameda  Naval  Aviation  Depot, 
engineering  technictan  Alberto  Ro- 
cha  earns  about  $60,000.  He 
worked  hit  way  into  a  mid-level 
iBAoager's  job  and  on  the  way 

earned  a  ooUege  deine  ia  manage- 
ment u 

Rocha.  and  bis  wifb,  OUviu  an  I 

electrooica  mtchanic  at  the  depot  I 

[Se$  BASES,  E^Y\ 
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City  of  Alameda  California 


MAY -3 1993 


JP 


April  29,  1993 


Mr.  John  P.  Murtha 

Chair,  Svibconunittee  on  Defense  Appropriations 

House  of  Representatives 

Washington,  D.C.   20515-6015 

Dear  Chairman  Murtha: 

I  have  been  informed  of  the  testimony  being  presented  to  your 
Committee  by  Mr.  Gary  Glenn  of  the  State  of  Massachusetts  on  May  6, 
1993. 

The  City  of  Alameda  is  committed  to  working  with  the  United  States 
Navy  and  with  the  authorities  at  the  Alameda  Naval  Air  Station  to 
ensure  a  continuation  of  the  mutually  beneficial  relationship 
between  the  City  and  the  base.  We  also  support  the  concept  of 
utilizing  base  resources  and  facilities  for  the  training  of  our 
citizens,  especially  in  new  technologies  that  will  lead  to  future 
job  growth. 

My  understanding  is  that  a  partnership  has  been  formed  in 
Massachusetts  consisting  of  the  City  of  Lexington,  Harvard 
University,  the  Minuteman  Technical  School,  and  Hanscom  Air  Force 
Base;  and  that  this  partnership  will  work  toward  creating  a  cluster 
of  new  industries  on  or  near  the  base.  The  City  of  Alameda  would 
be  pleased  to  cooperate  with  the  Massachusetts  partnership  in 
exploring  ways  in  which  community-military  base  economic  ties  can 
be  improved  and  enhanced. 


iS^OE^ 


E.  William  Withrow,  Jr 

Mayor 

City  of  Alcuneda 

EWW/ j  es 


E.  Waiiaiii  Withrow,  Jr^  Mayor 

Office  of  the  Mayor,  Room  301 

City  HaD 

2263  SanU  Clara  Avenue  -  94501-44S6 

415.748  454S 
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Thursday,  May  6,  1993. 

NATIONAL  ASSOCIATION  OF  PHYSICIANS  FOR  THE 

ENVIRONMENT 

WITNESS 

JOHN  T.  GRUPENHOFF,  EXECUTIVE  VICE  PRESIDENT,  NATIONAL  ASSO- 
CIATION OF  PHYSICIANS  FOR  THE  ENVIRONMENT 

Introduction 

Mr.  MuRTHA.  The  next  witness  is  Mr.  John  Grupenhoff  of  the 
National  Association  of  Physicians  for  the  Environment. 
Mr.  Grupenhoff. 

Statement  of  Mr.  Grupenhoff 

Mr.  Grupenhoff.  Thank  you,  Mr.  Chairman. 

The  purpose  of  my  testimony  is  to  introduce  you  to  a  new  organi- 
zation formed  just  four  months  ago  called  the  National  Association 
of  Physicians  for  the  Environment,  to  be  organized  by  medical  spe- 
cialty to  deal  with  the  impact  of  pollutants  and  other  environmen- 
tal contaminants  on  bodies'  organs  and  systems,  and  disesises 
which  those  specialties  deal  with. 

We  read  in  the  Journal  of  the  American  Medical  Association 
that  the  U.S.  Navy  has  just  completed  a  major  conference  in  Nor- 
folk on  environmental  protection.  We  also  noted  that  the  U.S.  Air 
Force  has  moved  its  environmental  laboratories  under  the  direction 
of  its  Surgeon  General.  We  think  that  is  an  excellent  move. 

We  want  to  indicate  that  we  are  now  beginning  our  work.  We 
have  had  our  first  conference.  We  are  moving  in  the  direction  of 
assisting  these  physicians  to  becoming  involved,  and  we  wanted  to 
indicate  to  you  that  we  will  be  contacting  the  Air  Force  Surgeon 
General  and  the  Surgeons  General  of  the  other  services  to  talk  to 
them  about  environmental  impacts  in  their  areas  where  they  work. 

It  is  simply  an  opportunity  for  me  to  introduce  a  brand-new  orga- 
nization to  you,  and  indicating  that  we  will  be  working  with  the 
services  in  that  regard. 

[The  statement  of  Mr.  Grupenhoff  follows:] 
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National  Association  of  Physicians  For  The  Environment 

(In  Formation) 

6410  KCK^KL£IX:E  drive,  suite  203 
BETHESDA.  MARYl^^ND  20817 

13011  S71-9791 
TELKCOPIF.R  1301I  53O-8910 


ORGANIZING  BOARD 
MEMBERS 

Jam*  C.  Gokbtcin.  M.D. 
Prsidait 

Ptyton  E.  Weary.  M.D. 
Pnsident-Elcct 

John  KimWI  Scott,  M.D. 
DelesaU  to  International 
Society  of  Doctors  For 
The  Environment 

John  T.  Gnipenhoff.  Ph.D. 
Executive  Vice  President 


TESTIMONY 
OF 

JOHN  T.  GRUPENHOFF,  PH.D. 
EXECUTIVE  VICE  PRESIDENT 


ON  BEHALF  OF 


NATIONAL  .ASSOCIAnON  OF 

PHYSICIANS 

FOR  THE 

ENVIRONMENT 

Before  the 

SUBCOMMITTEE  ON  DEFENSE  APPROPRIATIONS 

U.  S.  HOUSE  OF  REPRESENTATIVES 

MAY    6,    1993 
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Mr.  Chairman,  thank  you  for  the  opportunity  to  appear  before  you  today  to 
discuss  the  National  Association  of  Physicians  for  the  Environment,  and  to 
make  recommendations. 

I  am  John  Grupenhoff ,  Executive  Vice  President  of  the  National  Association 
of  Physicians  for  the  Environment,  a  recently  formed  nonprofit  organization. 

The  purpose  of  my  testimony  today  is  to  introduce  you  to  this  new 
organization;  because  of  your  responsibilities  for  overseeing  the  work  of 
defense  agencies,  you  will  be  interested  to  know  of  potential  relationships. 

We  read  in  the  Journal  of  the  American  Medical  Association,  March  24,  1993, 
that  the  U.S.  Navy  has  just  completed  a  major  conference  in  Norfolk, 
Virginia  on  environmental  protection  and  that  the  U.S.  Air  Force  has  moved 
its  environmental  laboratories  under  the  direction  of  its  Surgeon  General, 
with  increased  emphasis  on  environmental  quality  research  and  development. 

Six  weeks  ago  the  first  national  conference  of  the  National  Association  of 
Physicians  for  the  Environment  was  held  here  in  Washington,  D.C.,  co- 
sponsored  by  the  American  Academy  of  Otolaryngology-Head  and  Neck  Surgery 
Foundation,  Inc.   Over  100  physicians  and  other  health  professionals 
attended  the  conference.   Leaders  from  more  than  20  medical  specialties 
spoke  about  what  those  organizations  are  doing  or  can  be  doing  to  improve 
the  environmental  health  of  all  our  citizens,  and  internationally  as  well. 
It  was  successful  beyond  our  fondest  hopes.   There  was  great  enthusiasm  for 
the  more  vigorous  involvement  by  physicians  in  environmental  matters. 

The  concept  of  a  National  Association  of  Physicians  for  the  Environment  was 
proposed  originally  in  an  article  in  the  Journal  of  Environmental  Research, 
enclosed  with  this  testimony.   That  national  association  is  now  incorporated 
and  has  begun  its  work. 

The  concept  is  that  an  association  be  created  by  the  national  medical 
specialties  to  deal  with  the  impact  of  environmental  pollutants  on  the 
organs,  systems  or  disease  processes  best  known  to  them,  to  inform 
physicians,  patients  and  the  public  about  the  impact  of  pollutants,  and  the 
necessary  personal  and  public  health  steps  that  should  be  taken  to  reduce  or 
eliminate  those  pollutants,  and  to  involve  physicians  in  environmental 
issues  global  in  nature. 

Our  nation  is  not  alone  in  having  an  association  of  physicians  for  the 
environment,  because  in  Switzerland  two  years  ago  a  physician  named  Dr. 
Werner  Nussbaumer  of  Switzerland  called  for  a  Society  of  Doctors  for  the 
Environment  and  3,000  practitioners  joined.   That  movement  has  swelled  into 
an  International  Society  of  Doctors  for  the  Environment  (ISDE)  of  which  Dr. 
Nussbaumer  continues  as  President.   There  are  now  in  existence,  or  in 
formation.  Societies  of  Doctors  for  the  Environment  in  many  countries 
internationally.   Dr.  John  Kimball  Scott  serves  as  our  delegate  to  that 
society.   He  is  now  at  the  ISDE  annual  meeting  in  Lucerne,  Switzerland  -- 
one  of  the  speakers  at  the  meeting  will  be  Mikhail  Gorbachev,  discussing  his 
environmental  organization,  the  Green  Cross. 

At  our  conference  held  here  in  Washington,  a  number  of  issues  were 
discussed,  the  most  prominent  being: 
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1.  Air  Pollution 

2.  Ozone  Layer  Depletion  and  Health  Effects 

3.  Importance  of  Biological  Diversity  to  the  Physician  Community 

4.  Cancer  and  the  Environment 

5.  Pesticides,  Herbicides,  and  Agricultural  Toxics 

6.  Lead  and  Other  Heavy  Metals 

We  intend  to  work  on  the  issue  of  air  pollution  first,  examining  every 
impact  it  has  on  the  human  body,  its  organs  and  systems;  not  only  on  the 
lungs  . 

It  will  be  expected  that  those  medical  society  representatives  who 
participate  will  provide  a  presentation  about  the  impacts  of  air  pollution 
upon  the  body  organs  and  systems  in  which  they  specialize.   These 
presentations  will  have  been  cleared  with  the  appropriate  peer  review 
apparatuses  of  the  medical  specialty,  developed  in  language  understandable 
by  the  lay  public,  deal  with  what  is  known  and  what  is  not  yet  known  about 
the  impacts,  lay  out  a  suggested  research  agenda  in  detail,  and  provide 
appropriate  literature  references. 

The  National  Association  of  Physicians  for  the  Environment  stresses  the 
concept  --  that  all  appropriate  physicians'  organizations  come  together  to 
examine  air  pollution  (and  other  issues)  from  their  own  perspectives. 

Dr.  Al  Munzer,  President-Elect  of  the  American  Lung  Association,  in  his 
presentation  to  the  conference,  stated  that  the  nature  of  the  connection 
between  many  bodily  organs  and  systems  and  pollutants,  such  as  air 
pollution: 

"...After  all,  it's  not  just  the  lungs  and  the  lower  respiratory  tract, 
but  also  the  eves,  the  ears,  the  nose,  and  the  skin  that  are  exposed  to 
environmental  pollution.   It's  not  iust  the  lung  that  serves  as  a 
gateway  for  hazardous  pollutants,  but  it's  also  the  gastrointestinal 
tract.   It's  not  iust  lung  cancer  but  also  bladder  cancer  that's 
related  to  smoking.   Lead  may  be  inhaled  through  the  lung,  but  it  has 
its  effect  on  bone,  blood  and  the  central  nervous  system.   Carbon 
monoxide  too  gains  access  to  the  body  by  the  lung,  but  has  its  greatest 
effect  on  the  cardiovascular  system.   In  all  modesty,  what  other  parts 
of  the  body  lack  is  not  a  connection  to  the  environment,  but  an 
organization  committed  to  bringing  that  relationship  to  the  fore  like 
the  American  Lung  Association." 

We  hope  that  you  will  urge  the  DOD,  in  bill  report  language,  to  work  with  us 
in  developing  appropriate  defense  personnel  education  materials  and  videos 
based  on  this  concept  of  dealing  with  air  pollution. 

The  same  approach  will  be  used  regarding  other  issues  noted  above. 

One  additional  matter:   Because  of  your  demonstrated  concern  for  the 
environment,  I  propose  another,  more  ambitious  concept  to  quickly  bring  into 
action  many  of  the  medicine/health  organizations  on  environmental  tnatters. 
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whose  leadership  and  staff  will  have  to  be  convinced  it  is  in  their  interest 
to  do  so. 

The  concept  is  to  create  a  "Health/Medicine  Commission  on  the  Environment" 
or  a  "Commission  on  Environment  and  Medicine. " 

The  national  effort  could  be  supported  by  you  and  your  colleagues  in  the 
Senate  and  House. 

The  purpose  of  the  Commission  would  be  to  have  all  elements  of  the  health 
care  community  come  together  to  work  to  improve  the  environment. 

I  would  suggest  that  there  be  a  planning  meeting  called,  perhaps  under  your 
leadership,  bringing  together  key  leaders  of  the  various  constituency 
organizations,  including  medicine,  nursing,  allied  health  organizations, 
health  and  life  insurance  groups,  medical  media,  hospitals,  pharmaceutical 
organizations,  biotech  firms,  and  leaders  of  the  various  lay  organizations, 
among  others. 

The  leadership  group  would  lay  out  a  series  of  tasks  to  be  dealt  with  by  the 
field,  which  program  would  be  introduced  to  a  national  conference  pulled 
together,  perhaps  toward  the  end  of  the  year,  of  all  appropriate 
organizations  in  the  medicine/health  field,  with  environment  leaders. 

Also,  inter-organizational  committees  would  be  developed  on  each 
environmental  problem  of  significance  (air  pollution,  water  pollution, 
biodiversity,  forest  issues,  etc.)  which  would  cross-cut  these 
organizations,  so  that  there  could  be  an  interplay  among  these  organizations 
on  the  various  issues.  These  committees,  when  formed,  would  come  up  with 
action  programs  in  each  of  the  areas  as  to  the  impacts  and  opportunities 
relating  to  the  environment. 

I  would  also  anticipate  that  funding  for  such  an  enterprise  could  be  made 
available  by  pharmaceutical,  medical  and  other  organizations,  and  that  a 
small  staff  could  be  set  up  to  coordinate  matters. 

I  can  already  think  of  a  number  of  leaders  from  the  medical  pharmaceutical 
and  biotechnology  community,  and  the  manufacturers  and  supply  companies  who 
provide  surgical,  medical  and  other  materials  to  the  medicine  and  health 
community,  who  would  come  forward  to  leadership  positions  in  such  an  effort. 

The  commission  report  would  give  a  wide  range  of  actions  that  could  be 
undertaken,  including  things  like:  development  of  manuals  for  the  "greening" 
of  physicians'  and  health  care  professionals'  offices  and  hospitals; 
programs  of  physician  and  health  professions  education  which  would  receive 
educational  credit  from  their  professional  organizations,  structured 
activity  for  international  medical /environmental  matters,  development  of 
public  education  campaigns,  research  programs,  and  so  on. 

I  will  not  go  into  detail  here  because  I  am  sure  you  can  see  in  your  mind's 
eye  what  is  needed. 
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I  raise  this  matter  before  the  subcommittee  because  of  your  demonstrated 
interest  in  health  and  the  environment. 


I  appreciate  your  giving  me  this  opportunity  to  speak  with  you,  and  I  will 
be  happy  to  answer  any  questions  you  may  have. 
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Mr.  MuRTHA.  Thank  you  very  much.  That  is  very  interesting  and 
we  will  look  at  your  detailed  testimony.  I  appreciate  your  spending 
the  time  to  come  up  here  and  make  this  presentation.  That  is  a 
very  interesting  organization.  We  look  forward  to  working  with 
you. 

The  Committee  will  adjourn  until  10:00  a.m.  Tuesday  mornmg. 
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[Clerk's  note.— The  following  statement  was  submitted  for  the 
record  by  the  Non  Commissioned  Officers  Association:] 
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Mr.  Chairman.   I  am  retired  U.  S.  Army  Sergeant  Major  Michael  F.  Ouellette,  Deputy 
Director  of  Legislative  Affairs  for  the  Non  Commissioned  Officers  Association  of  the  United 
States  of  America  (NCOA).   This  Association  appreciates  the  opportunity  to  present  its 
concerns  and  recommendations  to  the  Subcommittee  and  requests  support  for  issues  NCOA 
considers  vital  to  maintaining  the  high  recruiting  and  retention  capabilities  this  Nation  has 
come  to  expect.   NCOA  is  a  federally-chartered  organization  representing  all  enlisted 
members  of  the  Armed  Forces  of  the  United  States;  active,  guard,  reserve,  retired,  and 
veteran.   Although  its  name  implies  restricted  membership  only  to  noncommissioned  and 
petty  officers  of  the  Army,  Marine  Corps,  Navy,  Air  Force,  and  Coast  Guard,  the 
Association's  membership  rolls  arc  open  to  all  enlisted  men  and  women  who  serve  or  have 
served  in  the  military  services.   It  is  through  input  from  this  wide-range  member  base  that 
NCOA  determines  its  position  on  defense  appropriations  and,  in  particular,  military  persormel 
and  quality-of-life  issues. 

PRELUDE 

NCOA  has  historically  testified  before  this  Subcommittee  on  behalf  of  the  enlisted  men  and 
women  of  the  U.S.  Armed  Forces.   This  year  the  Association  will  use  the  opportunity  to 
define  the  effects  the  President's  Budget  may  have  on  the  quality-of-life  of  the  members  of 
the  armed  forces  and  emphasize  the  relationship  to  the  FY  1994  appropriations  process. 
NCOA  has  advocated  improvements  in  people  programs  for  years.    Improvements  in  active 
duty  compensation,  COLAs,  medical  care  availability  and  accessibility,  retired  pay  and  retiree 
benefits,  military  persormel  and  family  programs,  and  an  assortment  other  quality-of-life 
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issues  have  always  been  identified  as  having  a  significant  impact  on  recruiting  and  retention. 
In  recent  years,  the  main  concern  was  the  downsizing  of  the  military  services  and  the  effects 
on  military  members.   This  year  the  members  of  the  armed  forces  are  faced  with  additional 
challenges  that  come  in  forms  of  tax  increases,  pay  and  allowance  freezes,  COLA  reductions, 
inversion  of  retired  pay,  reduced  survivor  benefits,  base  closure  impacts,  possible  loss  of 
commissary  benefits,  and  increased  rent/lease  costs.   These  challenges  are  being  sold  as 
"sacrifices"  in  support  of  budget  reduction.   In  truth  their  sacrifices  will  fund  other 
presidential  priorities.   Nevertheless,  this  Country  will  continue  to  maintain  formidable 
fighting  forces,  although  reduced  substantially  in  size.    The  challenge  facing  the 
Subcommittee  is  to  meet  the  mandate  to  provide  appropriations  that  meet  the  Federal 
Government's  responsibilities  to  provide  for  the  needs  of  the  American  fighting  men  and 
women  who  constitute  the  military  forces.    The  Association's  testimony  is  designed  to  discuss 
the  ramifications  of  proposed  cost-cutting  measures  and  offer  recommendations  for 
consideration  during  deliberations  associated  with  the  appropriations  process.   In  the  past  this 
Subcommittee  has  always  acted  responsibly  through  concern  and  insistence  on  military 
personnel  initiatives  aimed  at  improving  the  quality-of-life  necessities  of  the  uniformed  men 
and  women  of  the  U.S.  Armed  Forces  and  their  families.    NCOA  is  confident  that  efforts 
during  FY  1994  appropriations  deliberations  will  reflect  the  same  level  of  concern. 

SACRIFICE 

The  universal  theme  that  binds  together  the  Non  Commissioned  Officers  Association  is 
service  to  the  nation.    A  major  part  of  that  service  is  sacrifice.    For  the  active  duty 
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servicemember,  that  sacrifice  manifests  in  family  separations,  frequent  moves,  hazardous  duty, 
occasionally  poor  living  conditions,  etc.   For  military  retirees  and  their  families  the  sacrifices 
too  often  are  personal  health  and  economic  well-being.    Yet,  for  all  the  sacrifices  they  have 
already  made,  both  active  and  retired  military  personnel  remain  ready  to  do  more  if  what  they 
are  asked  to  do  is  perceived  as  fair. 

Unfortunately,  Mr.  Clinton  and  the  Congress  seem  to  have  focused  their  economic  reforms  on 
items  the  military  would  refer  to  as  "targets  of  opportunity"  because  of  their  visibility.    As  a 
result,  economic  plans  place  a  disproportionate  burden  on  the  active  and  retired  military 
communities. 

CONCERNS  AND  RECOMMENDATIONS 

The  following  is  a  list  of  NCOA  supported  personnel  and  quality-of-life  issues  with  a  brief 
description  of  the  Association's  concerns  and  recommendations  for  the  consideration  of  the 
Subcommittee.   As  the  Subcommittee  considers  the  recommendations  we  urge  that  you  do  so 
in  the  context  that  military  personnel  will  sacrifice  just  like  all  Americans.   They  will  pay 
increased  taxes  and  suffer  reduced  services  just  like  every  other  citizen.   They  should  not  be 
made  to  sacrifice  to  a  greater  extent  just  because  they  have  chosen  to  be  members  of  the  U.S. 
Armed  Forces  at  a  time  when  deficit  reduction  is  the  order  of  the  day. 

0   Active  Duty  Pay  Freeze:   Following  announcement  of  a  plan  to  increase  taxes,  an 
additional  sacrifice  is  proposed  in  the  form  of  active-duty  pay  and  allowances  freeze  in  Fiscal 
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Year  1994  followed  by  increases  which  are  one  percent  less  than  the  increase  in  inflation  in 
FY  1995  through  1997.   In  1981,  after  experiencing  severe  recruiting  and  retention 
difficulties,  military  pay  was  raised  to  levels  that  were  reasonably  comparable  to  pay  in  the 
civilian  sector  for  equivalent  levels  of  work.   Because  of  a  number  of  pay  caps  since  then, 
military  pay  has  fallen  to  almost  12  percent  behind  the  private  sector.   Imposition  of  the  pay 
freeze  in  FY  1994,  coupled  with  pay  caps  through  FY  1997,  will  result  an  active  and  reserve 
pay  short-fall  of  20  percent  below  comparable  private  sector  pay  by  FY  1997. 

RECOMMENDATION:   Any  proposal  to  target  a  portion  of  the  military  rank 
structure  for  a  pay  increase  while  ignoring  the  remaining  ranks  is 
unsatisfactory.   For  many  years,  NCOA  has  championed  the  cause  of  providing 
comparability  between  military  and  civilian  pay.   NCOA  has  also  asked 
Congress  to  target  pay  raises  to  address  compression  of  noncommissioned 
officer/petty  officer  pay.    A  targeted  pay  raise  for  lower  enlisted  and  junior 
officer  personnel  only  exacerbates  the  situation  of  NCO/PO  pay  compression. 
NCOA  suggests  to  the  Subcommittee  that  the  settled-on  pay  raise  percentage 
must  be  set  at  a  level  where  everyone  would  receive  equal  treatment.   NCOA 
would  reluctantly  agree  to  a  pay  delay  of  3  to  4  months  to  provide  the 
sufficient  funds  needed  to  maintain  pay  level  consistency. 

0  Housing  ,  Howance  Restoration:   Eligible  military  personnel  currently  pay  20 
percent  of  their  housing  costs  when  required  to  reside  in  civilian  housing.   When  Congress 
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restructured  housing  allowances  in  1985,  the  primary  intent  was  to  assure  military  members 
would  pay  no  more  than  15  percent  of  housing  costs  from  their  pay.   The  Basic  Allowance 
for  Quarters  (BAQ)  was  to  cover  65  percent  of  national  median  housing  costs  per  pay  grade 
and  the  Variable  Housing  Allowance  (VHA)  would  equal  local  housing  costs  minus  80 
percent  of  national  housing  costs.   Both  allowances  were  to  equal  85  percent  of  a  military 
member's  housing  expenses,  even  in  high  cost  areas.   Unfortunately,  BAQ  has  not  kept  pace 
with  the  1985  standard  of  65  percent  of  national  median  housing  costs.   NCOA  is  concerned 
that  in  a  time  of  oveiseas  strength  reductions,  base  closures,  and  increased  off-base  housing 
utilization,  the  Administration's  proposes  to  freeze  housing  allowances.   NCOA  believes  this 
to  be  an  intolerable  situation  for  military  people  since  rents  and  leases  will  be  raised  to  off-set 
the  higher  taxes  being  paid  by  those  homeowners  renting  to  military  members.   It  must  be 
obvious  to  this  Subcommittee  that  this  siniation  is  yet  another  sacrifice  for  military  personnel 
and  their  families. 

RECOMMENDATION:   It  must  be  realized  by  the  Subcommittee  that  a 
housing  allowance  freeze  means  absolutely  nothing  to  a  certain  segment  of  the 
military  population.   Bachelor  and  married  military  members  residing  in 
government  provided  housing  will  not  be  affected;  however,  those  forced  to 
reside  off  the  installation  will  experience  a  significant  financial  impact. 
Accordingly  NCOA  believes  Variable  Housing  Allowances  should  be  adjusted 
to  relieve  the  additional  financial  burden  placed  on  military  personnel. 


766 


o  Cost-Of-Living  Adjustment  (COLA)  Inequity:  NCOA  is  concerned  that  if 
Congress  allows  the  FY  1994  Budget  Resolution  proposal  to  take  effect,  military  retirees  will 
suffer  significant  losses  in  income.   The  average  military  enlisted  retiree  in  grades  E6  and  E7 
receives  a  monthly  payment  of  less  than  $1,049  in  1992  military  retired  pay.   If  COLAs  for 
this  age  group  are  limited  to  one-half  the  amount  authorized  for  those  over  age  62,  a  military 
enlisted  member  in  the  grade  of  E7  who  retires  in  1993  to  meet  force  reduction  targets  after 
22  years  of  service,  will  have  forfeited  $1 15,  289.43  in  retired  pay  by  age  62.   NCOA  is 
disturbed  that  the  under  age  62  military  retirees  will  provide  the  sacrifices  needed  to  support 
the  $2.7  billion  savings  in  the  FY  1994  Budget  Resolution.   Unfortunately,  the  major  portion 
of  the  burden  will  be  enlisted  retirees  since  64  percent  of  them  are  less  than  62  years  of  age. 
NCOA  wishes  to  point-out  to  the  Subcommittee  that  only  15  percent  of  civil  service  retirees 
are  under  age  62,  the  number  is  fewer  if  certain  Federal  civilian  occupational  groups,  (i.e.  law 
enforcement,  fire-fighter  and  air  traffic  controllers),  under  age  62,  are  exempted  from  50 
percent  COLAs  as  provided  for  in  the  Resolution. 


RECOMMENDATION:    NCOA  eagerly  recommends  that  this  distinguished 
Subcommittee  champion  the  cause  of  full  COLAs  in  FY  1994  for  all  military 
retirees  and  survivors  at  the  same  percentage  as  that  provided  to  social  security 
armuitants  and  veterans.     NCOA  recognizes  that  the  obvious  "rush  to 
judgement"  to  support  deficit  reduction  conflicts  with  this  notion.    However, 
the  Association  recommends  that  COLA  increases  for  all  military  retirees  be  at 
the  same  percentage  and  that  percentage  be  identical  to  any  agreed  upon  active 
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duty  p_ay  raise.  NCOA  believes  this  is  the  only  answer  if  pay  equality  and 
consistency  are  to  be  maintained. 

0  Survivor  Benefit  Plan  (SBP)  Degradation:   The  proposed  COLA  reductions  will 
have  a  severe  impact  on  the  ability  of  SBP  to  meet  its  intended  purpose.    That  is  to  provide  a 
monthly  annuity  to  the  survivors  of  military  retirees.   The  amount  of  the  annuity  is  based  on 
a  pre-selected  percentage  not  to  exceed  55  percent  of  the  retired  pay  base  amount.    The  one- 
half  COLA  proposal  contained  in  the  FY  1994  Budget  Resolution  will  have  a  significant 
effect  on  the  amount  of  survivor  annuity  the  widow  would  receive  should  the  retiree  die  prior 
to  attaining  age  62.    The  full  COLA  proposal  for  those  retirees  over  age  62  will  also  succeed 
in  causing  consternation  between  the  two  categories  of  widows  since  the  different  COLA 
payment  formulas  will  have  a  direct  impact  on  retired  pay  base  amounts  which  will  result  in 
varying  levels  of  aimuities. 

RECOMMENDATION:   NCOA  recommends  that  the  Subcommittee  clearly 
understand  that  SBP  armuities  are  severely  affected  by  any  COLA  reduction 
and  emphasize  the  need  to  apply  COLA  formulas  consistently  across  the 
spectrum  of  both  active  duty  and  military  retiree  communities. 

0   Military  Health  Services  System  (MHSS)  Preservation:   MHSS  is  essential  to 
readiness,  national  disaster  missions  and  mobilization.   If  the  military  services  are  to  continue 
to  recruit,  train  and  retain  a  viable  uniformed  medical  corps,  the  Nation  must  have  a  full 
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graduate  medical  education  program  and  a  wide  range  of  patients,  from  pediatrics  to 
geriatrics.    To  reach  this  target  and  fulfil  the  moral  obligation  of  the  Nation  to  provide  health 
care  to  its  uniformed  servicemembers  (active  and  retired)  their  dependents  and  survivors, 
NCOA  recommends  that  appropriations  be  specifically  directed  toward  improving  many 
current  programs  and  providing  health  care  alternatives  for  those  military  retirees  affected  by 
base  closure  actions. 

RECOMMENDATIONS: 

*  Provide  uniformed  and  retired  members  of  the  armed  forces,  their 
dependents  and  survivors,  continued  access  and  availability  to  quality  health 
care  under  the  health  care  delivery  system  of  the  uniformed  services 
regardless  of  age  or  health  status  of  the  beneficiary  seeking  such  care. 

*  Extend  100  percent  CHAMPUS  coverage  to  dependents  of  active  duty 
members  of  the  uniformed  services  who  reside  with  their  sponsors  at  remote 
locations  not  serviced  by  a  Military  Treatment  Facilities  (MTF). 

*  Waive  higher  CHAMPUS  deductibles  during  the  year  of  promotion  of 
married  enlisted  members  from  E4  to  E5. 

*  Reduce  the  CHAMPUS  Catastrophic  Cap  for  retired  members  and  their 
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dependents  to  $3,000. 

*  Establish  at  the  DoD  level  a  dental  insurance  plan  for  retired  members 
and  their  dependents,  for  "gray  area  "  retirees  and  the  Reserve  components, 
similar  to  the  plan  now  available  for  dependents  of  active  duty  members. 

*  Set  in  place  alternative  health  care  programs  for  retired  members,  their 
dependents  and  survivors  at  locations  where  military  installations  are  to  be 
closed  or  downsized  before  such  action  takes  place. 

*  Restore  CHAMPUS  as  a  second  payer  to  Medicare  for  retired  members 
and  their  dependents  who  are  Medicare-eligible  on  a  "coordination  of 
benefits"  basis  with  CHAMPUS  as  a  primary  payer  for  those  beneficiaries 
residing  overseas  and  not  covered  by  Medicare. 

*  Retain  CRl  in  its  present  form  but  with  modifications  to  make  CHAMPUS 
Prime  more  cost  effective. 

*  Test  the  concept  of  authorizing  DoD  to  bill  Medicare,  at  a  discounted  rate, 
for  care  provided  to  Medicare-eligible  retirees  and  their  dependents  in  the 
MHSS. 
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*  Provide  adequate  Operations  and  Maintenance  (O&M)  resources  in  the 
FY  1994  medical  budgets  to  ensure  that  no  drastic  curtailment  in  services  or 
elimination  oj  health  care  benefits  to  non-active  duty  beneficiaries  will  be 
experienced. 

o   Additional  Concerns:    NCOA  offers  the  following  additional  concerns  for 
consideration  by  the  Subcommittee  during  the  deliberation  process: 

*  The  appropriation  of  funds  to  pay  a  CONUS  COLA  to  personnel  stationed 
in  high-cost  areas  where  current  housing  allowances  and  BAS  are 
inadequate. 

*  Although  the  FY  1993  Defense  Authorization  Act  temporarily  extended  the 
Temporary  Lodging  Expense  allowance  (TLE)  from  4  to  10  days  in  certain 
areas,  continued  pursuit  of  permanent  increased  allowance  for  PCS  moves  is 
mandated  by  needs  of  military  personnel 

*  Authorize  government  sponsored  transportation  to  the  U.S.  of  the  remains 
of  deceased  military  retirees  and  their  dependents  who  die  while  traveling  in 
overseas  areas. 

*  Expand  the  Homeowners  Assistance  Program  (HAP)  to  benefit  more 
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personnel  at  all  bases  scheduled  for  closure/realignment  and  seek  tax  relief 
for  members  who  receive  such  assistance. 

*  Continue  to  monitor  and  improve  military  transition  programs  to  ensure 
that  personnel  being  separated  receive  their  full  benefits  as  authorized  by 
law. 

*  Ensure  that  Impact  Aid  "b  student "  appropriations  continue  to  be  made 
available  to  those  military  impacted  civilian  school  districts  responsible  for 
the  education  of  military  children. 

CONCLUSION 

Even  though  the  Cold  War  is  over  and  it  has  become  obvious  to  this  Association  that  the 
current  Administration  as  well  as  some  Members  of  Congress  have  lost  the  enthusiasm  for  to 
care  and  feeding  of  American  fighting  men  and  women,  the  U.  S.  Armed  Forces  continue  to 
be  critical  to  the  protection  of  the  American  way  of  life.   It  is  therefore  imperative  that  the 
quality  of  the  force  be  maintained  through  effective  recruiting  and  retention  programs.   In 
these  times  of  tax  increases,  pay  and  allowance  freezes,  force  reduction  goals  and  other  loss 
of  benefits,  military  members  may  simply  not  be  financially  able  to  serve  their  Country.   The 
loss  of  benefits  being  experienced  by  the  retiree  community  could  very  well  signal  the  need 
to  look  elsewhere  to  provide  for  one's  future.   The  members  of  this  distinguished 
Subcommittee  are  cautioned  that  although  patriotism  may  be  the  key  to  retention,  the  inability 
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to  provide  for  the  health  and  welfare  of  one's  family  will  very  rapidly  diminish  the 
enthusiasm  for  service.    Congress  has  the  responsibility  to  protect  all  military  members  and 
their  families. 

Thank  You 
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[Clerk's  note. — The  following  statement  was  submitted  for  the 
record  by  the  Southeastern  Pennsylvania  Consortium  for  Informa- 
tion Technology  &  Training:] 
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TECHNOLOGY  &  TRAINING 


TESTIMONY  FOR  SUBMISSION  TO  THE  RECORD  FOR  THE 

DEFENSE  SUBCOMMITTEE 

COMMITTEE  ON  APPROPRIATIONS 

U.S.  HOUSE  OF  REPRESENTATIVES 

WASHINGTON,  DC 


MAY  13,  1993 
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TESTIMONY  OF 

DR.  NAN  B.  HECHENBERGER 

ON  BEHALF  OF 

THE  SOUTHEASTERN  PENNSYLVANIA  CONSORTIUM 

FOR  INFORMATION  TECHNOLOGY  AND  TRAINING 


On  behalf  of  the  eight  institutions  of  higher  education  who  comprise  the  Southeastern 
Pennsylvania  Consortium  for  Information  Technology  and  Training,  I  am  honored  to  present 
testimony  for  the  record  to  the  House  Defense  Appropriations  Subcommittee. 

The  Southeastern  Pennsylvania  Consortium  is  a  coalition  of  eight  small,  independent 
colleges  in  the  Greater  Philadelphia  area  dedicated  to  sharing  human  resources  and 
educational  and  training  services  among  each  other  and  the  local  community.   Through  close 
collaboration,  the  eight  institutions  will  promote  a  unique  approach  to  education,  information 
sharing  and  career  preparation  which  can  be  replicated  as  a  model  for  other  small  colleges 
and  universities.   The  members  of  the  Consortium  will  work  to  build  a  vital  economic 
development  partnership  with  regional  small  businesses,  minority  communities,  the  public 
school  system,  the  health  care  industry,  local  government,  and  non-traditional  students  in  the 
community  at  large. 

Drawing  on  the  unique  capabilities  and  expertise  of  each  of  the  eight  educational 
institutions,  the  Consortium  will  undertake  a  cooperative  and  innovative  information 
technology  and  training  network.   This  network  will  facilitate  the  sharing  of  educational  and 
training  resources  among  member  institutions  and  the  regional  community  in  order  to 
promote  more  cost-efficient  and  accessible  education  for  the  many  constituencies  that  the 
member  institutions  serve. 

In  submitting  testimony  to  the  House  Defense  Appropriations  Subcommittee,  the 
members  of  the  Southeastern  Pennsylvania  Consortium  for  Information  Technology  and 
Training  are  aware  of  the  interest  of  Congress  and  the  Administration  in  supporting  retraining 
of  separated  military,  defense  civilian  and  defense  industrial  personnel  for  jobs  in  activities 
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important  to  national  economic  growth.   We  are  also  aware  of  the  intensified  interest  in 
forging  partnerships  among  government,  businesses  and  universities  to  assist  businesses, 
workers  and  communities  in  making  a  successful  transition  from  a  Cold  War  defense-based 
economy  to  the  more  diversified  global  economy  of  the  21st  century.   As  educators,  we 
enthusiastically  support  your  efforts  to  strengthen  this  nation's  economic  development  by 
investing  in  education  and  job  re-training,  and  we  salute  you  for  your  leadership  and 
commitment  in  this  important  endeavor. 

Preparing  the  next  generation  of  Americans  to  successfully  adapt  to  a  rapidly  changing 
world  ectMiomy  is  one  of  the  most  important  educational  tasks  of  the  1990's.   More  than  ever 
before,  America's  prosperity  hinges  on  how  well  we  educate  and  train  our  people.   Yet,  our 
schools  are  failing  to  meet  new  standards  of  performance  being  set  by  our  global  competitors. 
Our  secondary  schools  are  not  producing  graduates  whose  academic  skills  match  those  of 
their  counterparts  in  other  advanced  countries.   We  are  not  doing  as  good  a  job  as  those  of 
our  economic  competitors  in  preparing  young  people  for  work,  a  failure  that  strikes  hardest  at 
the  "forgotten  half"  of  America's  youth  who  do  not  attend  college.  Crucial  to  our 
competitive  ability,  U.S.  students  rank  in  the  bottom  half  of  international  tests  for 
mathematics  and  science. 

Today,  one  in  every  4-5  American  workers  is  functionally  illiterate  and  unable  to 
participate  even  in  entry-level  training.   Approximately  2.5  million  Pennsylvanians,  25  years 
of  age  and  older,  lack  a  high  school  diploma.   Fifty-two  percent  of  those  have  less  than  nine 
years  of  schooling.   When  combined  with  out-of-school  youth  and  young  adults  between  the 
ages  of  16  and  24  without  a  high  school  diploma,  the  total  reaches  over  30%  of  the 
Commonwealth  of  Pennsylvania's  population.   According  to  a  recent  report  published  by  the 
Pennsylvania  Department  of  Education,  Pennsylvania  ranks  fourth  in  the  nation  for  the 
percentage  of  the  population  in  need  of  basic  skill  training. 

In  the  four  counties  where  the  various  member  institutions  of  the  Consortium  are 
located,  over  twenty  percent  of  adults  over  the  age  of  16  lack  a  high  school  diploma.   Over 
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10%  of  the  over  25  population  have  less  than  9  years  of  schooling  and  an  additional  10,000 
adults  in  the  region  lack  adequate  English  speaking  skills.   Of  the  nine  state  correctional 
institutions,  Grateford  Prison,  located  in  Montgomery  County,  houses  well  over  3500 
inmates.   According  to  Department  of  Education  statistics,  61%  of  the  inmates  functioned 
below  an  8th  grade  level. 

The  need  for  adult  literacy  programs  is  exacerbated  by  dramatic  changes  in  the 
workplace.   During  every  year  of  the  past  decade,  approximately  two  million  American 
workers  lost  full-time  employment  because  they  were  either  laid  off  or  their  employers  simply 
went  out  of  business.   Some  of  these  displaced  workers  are  fortunate  enough  to  find  another 
job  with  similar  pay;  however,  most  experience  long  periods  of  unemployment  because  they 
lack  the  necessary  skills  to  re-enter  an  increasingly  competitive  workforce. 

The  eight  county  area  of  the  Philadelphia  metropolitan  region  has  suffered  a  loss  of 
over  32,000  jobs  in  1992.  This  marked  the  second  consecutive  year  that  Philadelphia  suburbs 
have  experienced  job  loss  and  the  fourth  consecutive  year  that  the  City  of  Philadelphia  has 
experienced  a  decline  in  the  number  of  jobs.   From  January  1990  to  December  1992,  the 
region  lost  over  115,000  jobs.   This  number  represents  more  than  a  third  of  the  jobs  that 
were  created  during  the  prosperous  years  of  the  1980s. 

The  closing  and  proposed  closing  of  three  major  military  installations  in  the  Greater 
Philadelphia  area  and  the  consequent  downsizing  of  regional  defense  industries  will  have  a 
major  effect  on  the  area's  economy.  The  Philadelphia  Naval  Hospital  has  already  been  scaled 
back  in  preparation  for  closure,  and  the  Philadelphia  Naval  Ship  Yard  is  scheduled  to  close  in 
1995.   In  addition,  the  nrujst  recent  list  of  base  closui^es  and  defense  downsizing  has  targeted 
the  Defense  Industrial  Supply  Center,  the  Defense  Personnel  Support  Center  and  the  Naval 
Aviation  Supply  Office,  all  located  in  Philadelphia.   It  is  estimated  that  the  proposal  to  close 
these  facilities  would  eliminate  an  additional  30,000  jobs  from  the  city. 
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With  the  downsizing  of  the  defense  industry,  and  continued  changes  in  the 
manufacturing  technology  sector,  thousands  of  workers  with  specialized  skills  find  themselves 
left  behind.   The  importance  of  re-educating  and  re-training  these  workers  cannot  be 
underestimated  as  we  prepare  for  an  increasingly  diverse,  competitive  workplace.   Quality, 
accessible  education  and  training  is  essential  if  we  are  to  put  citizens  back  to  work  in  fields 
where  they  can  produce  effectively  and  competitively. 

A  high  performance  workplace  requires  workers  who  have  a  solid  foundation  in  the 
basic  literary  and  computaticMial  skills,  in  the  thinking  skills  necessary  to  put  knowledge  to 
work,  and  in  the  personal  qualities  that  make  workers  dedicated  and  trustworthy.   A  1990 
study  from  the  Congressional  Office  of  Technology  Assessment  pointed  out  that,  in  its 
operations  and  purposes,  education  is  very  much  like  the  information  industry  in  the  private 
sector.   But  unlike  other  information  industries  such  as  banking,  finance  and  insurance,  which 
have  been  remade  by  technology  and  its  applications,  the  information-technology  revolution 
of  the  last  generation  has  had  little  effect  in  education.  The  basic  technology  available  to 
most  teachers  throughout  the  United  States  in  1992  is  too  close  to  the  technology  of  1892: 
textbooks,  blackboards  and  chalk. 

Yet  technologies  offering  the  promise  of  revolutionizing  teaching  and  learning  are 
readily  available.  CD/ROM  players,  personal  computers,  and  integrated  learning  systems  are 
currently  being  used  effectively  in  a  number  of  schools  across  the  country.   The  new  CD-I 
technology  and  broadcast-based  interactive  video  will  be  available  for  use  this  year.  These 
technologies  are  capable  of  providing  multiple  learning  contexts  and  resources  for  students  in 
cost-effective  ways:  delivering  self-paced  instruction,  nxmitoring  and  continuously  assessing 
learning,  and  placing  students  in  real-life  and  real-work  simulations  with  multimedia 
presentations. 

If  the  goal  of  creating  high-performance  learning  organizations  is  to  be  realized,  the 
reinvention  of  American  education  has  to  incorporate  these  new  tools.   Our  first  step  must  be 
to  improve  technology  in  education  training  programs  for  teachers.  Responding  to  this 
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challenge  will  require  a  priority  investment  in  the  career  preparation  of  teachers  --  an 
investment  that  will  surely  have  substantial  and  long-lasting  returns. 

To  meet  the  diverse  challenges  inherent  in  providing  quality  education  and  career 
preparation  for  the  21st  century,  the  eight  member  institutions  who  comprise  the  Southeastern 
Pennsylvania  Consortium  share  a  common  vision  and  a  dynamic  agenda  for  change.   Each  of 
the  eight  colleges  has  had  a  proud  and  distinguished  history  of  educating  constituencies  who 
have  historically  not  been  part  of  higher  education  ~  high  school  graduates  who  cannot  afford 
a  four-year  college  education,  displaced  housewives,  retired  military  personnel  in  search  of 
job  re-direction  and  other  non-traditional  students. 

Taken  together,  the  members  of  the  Qsnsortium  train  significant  numbers  of  teachers, 
health  professionals  and  non-traditional  students  in  the  State  of  Pennsylvania  on  an  annual 
basis.   Member  institutions  are  currently  engaged  in  re-training  former  defense  personnel  in 
allied  health;  plan  to  participate  in  a  3-year  program  to  re-train  area  workforce  and 
acquisition  personnel  in  state-of-the-art  computer  technology;  provide  on-site  training  in 
health  care  records  management  at  area  companies;  offer  training  in  basic  literary  skills  to 
small  business  employees;  work  in  partnership  with  local  corporations  in  training  technical 
employees  in  science  and  mathematics,  and  offer  prior  assessment  programs  and  portfolio 
assessment  for  adult  workers  returning  to  college  to  complete  a  degree.    Member  institutions 
also  provide  higher  education  programs  to  members  of  the  Armed  Services,  civilian 
employees  at  DoD,  the  National  Guard,  the  Coast  Guard  and  their  families. 

Philadelphia,  with  a  population  of  over  1.5  million  people,  has  a  significant 
population  of  low-income  and  poverty-level  individuals  and  families  that  have  no  means  of 
acquiring  any  form  of  quality  education.   Many  simply  do  not  have  the  financial  resources; 
others  have  responsibilities  that  require  them  to  stay  at  home.   An  information  technology  and 
training  network,  once  operative,  could  make  a  radical  difference  by  providing  accessible, 
career-oriented  education  to  those  in  need. 
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The  Southeastern  Pennsylvania  Consortium  for  Information  Technology  and  Training 
is  structured  to  take  full  advantage  of  the  diverse  capabilities  and  expertise  of  each  member 
institution  in  the  service  of  the  whole.   Specific  goals  and  objectives  include: 

*  To  establish  a  cooperative,  innovative  information  technology  and  training 
network  that  will  facilitate  a  cost-effective  sharing  of  educational  and  training 
resources  anxmg  member  institutions  and  the  regional  community. 

*  To  work  in  close  collaboration  as  a  consortium  of  eight  institutions  to  make 
efficient  and  economical  use  of  resources  by  sharing  staff  expertise  and 
technical  skills  for  the  benefit  of  member  institutions  and  the  regional 
community. 

*  To  provide  workforce  training  in  mathematics,  science,  technology  and  specific 
job-related  skills. 

*  To  cooperate  in  sharing  career  counseling  and  assessment  services  for 
traditional  and  non-traditional  students  with  a  special  focus  on  those  seeking 
job  re-direction  as  a  result  of  the  closure  of  regional  military  bases  and 
installations. 

*  To  establish  a  Career  Placement  Center  which  will  be  the  central  coordinating 
office  for  the  Information  Technology  and  Training  Network.  The  Center, 
through  the  fiber  optic  network,  will  be  a  clearinghouse  of  information 
resources  for  all  career  assessment,  job-redirection  and  re-training  initiatives 
undertaken  by  the  Consortium. 

The  Career  Placement  Center,  to  be  located  at  1900  S.  Broad  Street,  South 
Philadelphia,  in  close  proximity  to  the  military  and  defense  industry,  will  provide  an  array  of 
career  counseling  and  placement  services  to  displaced  defense  workers.  The  fiber  optic 


780 


network  linking  the  eight  institutions  will  facilitate  an  accessible,  comprehensive  sharing  of 
job-related  information  resources  to  the  wider  community. 

With  its  unique  focus  on  the  educational  and  career  preparation  of  teachers  and  health 
and  human  resources  professionals,  the  member  institutions  will  play  a  major  role  in  the 
economic  development  of  the  Greater  Philadelphia  area.   Building  on  many  of  the  programs 
and  initiatives  already  in  place,  the  Southeastern  Pennsylvania  Consortium  for  Information 
Technology  and  Training  will  facilitate  the  expansion  and  rapid  transfer  of  these  diverse 
individual  capabilities  for  the  service  of  the  whole. 

The  goals  and  mission  of  the  Southeastern  Pennsylvania  Consortium  for  Information 
Technology  and  Training  are  in  keeping  with  national  and  regional  goals  to  restructure  and 
strengthen  American  education  to  meet  the  unique  challenges  of  our  changing  worid 
economy.   The  Information  Technology  and  Training  Network  which  the  Southeastern 
Pennsylvania  Consortium  proposes  is  a  timely  response  and  an  innovative  approach  to 
achieving  national  and  regional  literacy  and  job  re-training  goals. 

The  Southeastern  Pennsylvania  Consortium  for  Information  Technology  and  Training 
is  pursuing  a  private-public  partnership  to  meet  the  costs  incurred  in  the  initial  stages  of  this 
collaborative  effort  to  share  information  technology  resources.   As  we  move  forward  to 
establish  the  shared  network,  each  institution  will  incur  costs  related  to  ongoing  library 
automation,  feasibility  study  for  hard  wire  connection,  implementation  and  installation  of  the 
network,  implementation  of  shared  education  and  training  programs,  satellite  dish  installation. 
The  Southeastern  Pennsylvania  Consortium  is  seeking  an  initial  grant  for  this  purpose  in  the 
amount  of  $3.5  million  through  the  FY  1994  Defense  Appropriations  Act. 

The  Southeastern  Pennsylvania  Consortium  is  dedicated  to  pursuing  ways  to  match  an 
investment  by  the  federal  government  through  private  sector  support,  and  through  the 
Commonwealth  of  Pennsylvania.   We  are  confident  that  significant  dollars  will  be  saved 
through  our  model  program  of  shared  resources,  and  that  there  will  be  an  immediate  return  to 
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the  taxpayer  regionally  and  nationally.   Serving  as  a  denHMistration  model  for  other  small 
colleges  in  the  nation  who  strive  to  collaborate  rather  than  compete  with  one  another,  the 
Consortium  will  provide  cost-effective  and  accessible,  quality  education  for  the  future  by 
investing  resources  to  assist  the  regional  community  in  managing  the  transition  to 
commercially  focused  industries. 

Thank  you  for  your  consideration  of  our  request. 

»  9  n  »  n 


Member  Institutions  of  Southeastern  Pennsylvania  Consortium; 


Beaver  College 
Cabrini  Cdlege 
Chestnut  Hill  Cbllege 
Eastern  College 
Gwynedd-Mercy  College 
Hdy  Family  College 
Neumann  College 
Rosemont  College 


Glenside,  Pennsylvania 
Radnor,  Pennsylvania 
Philadelphia,  Pennsylvania 
St.  Davids,  Pennsylvania 
Gwynedd  Valley,  Pennsylvania 
Philadelphia,  Pennsylvania 
Aston,  Pennsylvania 
Rosemont,  Pennsylvania 
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[Clerk's  note.— The  following  statement  was  submitted  for  the 
record  by  the  Defense  Rations  Manufacturing  Association:] 

DEFENSE  SUBCOMMITTEE 

COMMITTEE  ON  APPROPRIATIONS 

UNITED  STATES  HOUSE  OF  REPRESENTATIVES 


STATEMENT  OF  DANIEL  WEISS,  EXECUTIVE  VICE  PRESIDENT 

TRANS-PACKERS  SERVICES  CORPORATION 

ON  BEHALF  OF  THE 

DEFENSE  RATIONS  MANUFACTURING  ASSOCIATION 

(DRMA) 


MAY  6,  1993 
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Mr.  Chairman,  Members  of  the  Committee,  I  am  Daniel  Weiss, 
Executive  Vice  President  of  Trans-Packers  Services  Corporation  in 
New  York,  appearing  today  as  President  of  the  Defense  Rations 
Manufacturing  Association  (DRMA) .  Thank  you  for  this  opportunity 
to  briefly  summarize  the  material  that  I  request  be  inserted  in  the 
hearing  record. 

The  subject  of  my  testimony  revolves  around  the  U.S.  field 
ration,  the  MRE,  or  Meal,  Ready-to-Eat.  Trans-Packers  is  a 
contract  packager  of  food  and  non-food  products  for  the  MRE.  We 
supply  the  small  Tabasco  hot  pepper  sauce  bottles  and  beverage  base 
and  powder  packets  for  the  MRE. 

Laura  Jansen,  past  President  of  DRMA,  wanted  to  be  here  to 
present  this  testimony  as  she  has  in  previous  years  but  was  unable 
to  travel  to  Washington  at  this  time.  I  understand  that  Laura  has 
written  you  a  letter  outlining  our  concerns  and  that  she  has 
requested  a  meeting  with  you  and  your  staff  for  the  morning  of  May 
12.  I  request  that  a  copy  of  her  letter  be  included  in  the  record 
as  an  attachment  to  my  written  statement. 

Briefly,  the  MRE  industrial  base  is  faced  with  the  prospects 
that  under  the  terms  contained  in  the  MRE-XIV  solicitation,  which 
has  a  final  bid  submission  date  of  May  20,  one-third  of  the 
industry  will  be  eliminated  from  the  MRE  program.  Since  we  are  for 
the  most  part  small  and  medium  sized  businesses  who  depend 
primarily  on  DOD  MRE  procurement  for  our  livelihood,  this  action, 
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an  unprecedented  three  year  solicitation  of  1.8  million  MRE  cases 
for  the  next  three  years,  is  based  upon  faulty  and  erroneous 
assumptions,  shortsighted  planning,  a  U.S.  field  force  that  is  not 
diminishing  in  size  until  the  third  of  these  three  years,  and  an 
inventory  of  MREs  whose  age  and  condition  make  current  reserve 
assumptions  much  less  available  for  utilization  than  DOD  assumes. 
There  is  not  sufficient  time  to  present  the  salient  arguments 
and  counter  DOD's  claims  in  my  oral  testimony.  But  let  me  include 
our  major  objectives: 

DOD's  Minimum  Sustaining  Rate  (MSR)  for  the  MRE  industry, 

to  which  we  think  we  could  live  with,  is  2.9  million 

cases ; 

The  difference  between  2.9  million  cases  and  the  current 

solicitation  of  1.8  million  cases  is  about  $58  million 

annually; 

Of  the  top  ten  "war  stopper"  items  in  DOD's  arsenal,  MREs 

will  be  the  only  severely  reduced  industry  in  1993  and 

1994; 

If  a  nobilization  requirement  occurs  unexpectedly,  as  in 

Desert  Storm,  the  industry  will  not  be  in  a  position  to 

supply  DOD  with  its  needed  troop  support  rations  in  the 

field. 
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We  feel  that  $58  million,  a  small  portion  of  your  overall 
funding  availability,  can  be  found  within  your  Subcommittee 
allocation  to  help  sustain  this  industry  through  either 
reprogramming  or  defense  conversion  funds. 

Specifically,  we  are  requesting  the  Congress  to  do  the 
following: 

(1)  Take  action  to  amend  DOD's  MRE-XIV  solicitation  to 
the  extent  that  2.9  million  MRE  cases  will  be 
procured  in  the  current  and  each  of  the  next  two 
years;  and 

(2)  Mandate  DOD's  compliance  with  the  Minimum 
Sustaining  Rate  of  MRE  procurement  at  2.9  million 
cases  annually. 

These  points  are  more  fully  covered  in  the  attachments  to  my 
statement,  which  I  request  be  placed  in  the  record.  These  issue 
papers,  fact  sheets,  and  "An  Open  Letter  to  the  103rd  Congress", 
are  part  of  a  package  being  distributed  to  every  Congressional 
office  and  selected  committees  of  relevant  jurisdiction,  this  week. 
We  are  requesting  your  assistance,  and  as  constituents  of  our 
elected  Representatives  and  Senators,  to  maintain  this  industry. 

Thank  you  for  this  opportunity  to  appear  before  the  Committee. 


Attachments 
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AsiBfnbly/PackaoIno  DMalon  rood  Pnx«»»lng  CHvttlon 

e940  Hlghlarxl  Drive  ,0820  Kenwood  Road 

Cloclno«l,CHllO  46212  ClndnnBH,  Ohio  46242 

(513)641-0777  (513)792-0777 

(913)641-1108  Fax  (613)  782-0780  Fax 

April    13,    1993 


Honorable  John  r.  MurtLha 

Chairman 

Subcommittee  on  Defense 

Committee  on  Appropriation* 

Room  H-218  U.S.  Capitol 

U.S.  House  of  Representatives 

Washington,  D.C.   20515 

Attention:   Mr.  Carmen  Scialabba 

Dear  Mr.  Chairman: 

I  am  writing  to  request  a  meeting  with  you  to  discuss  the  status 
Of  several  Congressional  directives  set  forth  by  your  Committee 
regarding  the  HRE  program  to  which  DOD  is  in  direct  opposition  or 
ignoring  altogether,  and  the  current  plight  of  the  HRE  industrial 
base,  which  is  on  the  brinK  of  imminent  demise. 

X  appeared  before  the  Defense  Subcommittee  as  an  Outside  yiltness 
in  1990  and  again  in  1991.   My  appearance  was  on  behalf  of  the 
Defense  Rations  Manufacturing  Association  (DRHA) ,  an  organization 
of  primarily  small  and  medium  sized  busineeBes  who  produce, 
package  and  assemble  the  MRE  for  the  Department  of  Defense.   You 
were  kind  enough  to  inquire  further  about  the  concerns  I  voiced 
and  to  include  in  Comma  tten  report  Inngiiiige  tlio  instructions  to 
preserve  the  MRE  Industrinl  base  so  that  it  could  respond  to 
Burge  Hituatiuiis,  such  as  tliat  presented  by  Operotion  Deeert 
Storm. 

The  Committee  of  Conference  for  the  FY  1992  Defense 
Appropriations  bill  instructed  the  Department  of  Defense  (DOD)  to 
do  two  things:  flrct,  support  a  minimum  sustaining  rate  capable 
of  BURtniniiig  the  current  industry;  and  cccond,  to  improve  tlie 
quality  of  tlje  MKE.   to  date,  the  Department  has  done  neither. 

DOD,  In  the  pont  two  years,  has  <Iono  cvci'ythlng  to  thwart  tho 
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Intent  of  your  Committee  directive.   Until  now,  we  have  been  able 
to  suBtain  tho  industry  through  lower  procurements  than  those 
provided  Bpeoirloally  in  the  FY  1991  and  FY  1992  appropriations 
siinply  beoauso  wo  Imd  residual  oontraots  winding  down  as  a  result 
of  the  Desert  Storra  build-up. 

DOD,  in  the  form  of  DLA  and  DPSC,  has  now  Issued  a    solicitation 
(MRE  XIV)  that  Will  reduce  the  industry  by  one-third  from  its 
current  size. 

Ttie  current  industry  was  cajoled,  goaded  and  urgently  encouraged 
by  DOD  at  the  height  of  the  Desert  Storm  build-up  to  produce  4.1 
million  cases  of  MREs  per  month.   we  were  able  to  achieve  a  level 
of  only  2.5  million  cases  monthly,  and  this  was  accomplished 
through  the  purchase  of  additional  capital  equipment  and  running 
three  sliifts  a  day,  round-the-clock,  at  the  three  prime 
assemblers'  locations. 

DOD  conducted  a  study  of  the  industry's  minimum  sustaining  rote 
(MSR)  and  found  that  to  preserve  the  industry  as  it  is  currently 
constituted  would  require  an  annual  procurement  of  2.9  million 
cases.   We,  the  companies  in  DRMA,  tliliik  we  could  live  with  that. 

Former  DOD  officials,  including  Secretary  Cheney  and  David 
Berteaux,  characterized  MREs  as  one  of  the  top  ten  DOD  "war 
ntoppers".   An  internal  analysis,  as  displayed  on  the  chart 
attached,  indloatco  the  additional  level  of  MREs  needed  for 
procurement  just  to  maintain  a  minimum  readiness  inventory.   DOD 
is  not  even  conducting  the  current  procurement  in  a  manlier 
consistent  with  its  own  anaJyisire. 

The  current  DOD  solicitation  for  MRE  XIV  is  1.0  million  cases. 
Unlike  previous  solicitations,  this  action  involves  the  next 
three  fiscal  years,  wo  are  being  asked  to  submit  bids  on  May  20, 
1993  that  involves  assumptions  on  purchasing  food  commodities 
through  19961   A  multi-yonr  procurement  action  on  food  items 
becomes  a  best  guess  for  trie  bidder  with  the  lowest  bid.   As  an 
Industry  trying  to  establish  other-thnn-noD  productive  ugob  that 
are  not  yet  fully  operational,  this  level  will  put  one-third  of 
the  MRE  related  companies  out  of  business  within  one  year. 

If  this  solicitation  proceeds  as  DOD  intends,  one  year  from  now, 
should  an  international  crisis  occur  requiring  t))e  deployment  of 
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U.S.  forcoB,  any  conventional  operation  would  bo  limited  by  the 
MKE  iiidUBtxy's  ability  to  rcupond  a9aln  to  DOn'o  cjnjoling  and 
urging  in  producing  nioia  MREs.   Tlie  sharply  reducad  industry  will 
then  be  unable  to  meet  even  the  2.5  million  case  per  month 
procurement  level. 

What  1b  the  bottom  line  here  In  terms  oC   appropriated  dollars? 
If  we  assume  that  each  MRE  case  (12  meals)  co8tB  an  average  of 
$53,  then  2.9  million  cases  vould  cost  $153, 700,oOO.   The 
purchase  of  l.e  million  cases  would  cost  $96,400,ooo  at  $53  per 
case. 

Therefore,  the  Federal  Government  i»   going  to  liamper  its  ability 
to  prepare  for  conventional  conflict  by  cutting  budgetary  corners 
on  one  of  the  top  ten  "war  stopper"  items  to  save  $5B.3  million. 
What  percentage  of  your  bill  does  $58  million  represent?   wliat 
percentage  of  the  OiM  amount  does  $58  million  represent? 

To  take  this  argument  one  step  further,  wliat  otiier  nonecccntial 
component  worth  $58.3  million  could  be  foregone  in  order  to 
preserve  the  MRE  capability  and  industry?   As  a  former  military 
officer,  I  am  sure  that  you  recogniee  the  fact  t)iot  there  is 
nothing  more  crucial  than  being  able  to  feed  your  troops. 

To  step  back  and  take  the  perspective  of  military  history  over 
the  paGt  seven  millennia,  while  there  has  never  been  a  period  of 
unparalleled  world  domination  by  one  military  superpower,  neither 
has  t:here  boon  a  sustained  pwriod  in  which  local  or  regional 
conflict  did  not  erupt.   Certainly  the  overwhelming  destructive 
capacity  of  today's  weaponry  sets  ub  apart  from  any  other  period 
In  history,  but  what  distinguishes  today's  armed  forces  the  most 
from  those  in  the  past  ore  the  advances  in  infrastructure  support 
areas  such  as  transportation,  communication  and  food  supply. 
These  products  of  the  Industrial  revolution  converted  to  assist 
military  operations  are  tlie  determining  factors  in  establishing 
the  suporlbrity  of  forces  in  a  conflict  situation.   I  know  we  are 
not  cutting  back  transportation  and  communication  support  for  our 
troops,  why  are  we  cutting  back  the  third  critical  area  --  food 
supply  —  to  a  level  that  will  not  support  our  field  forces 
should  mobilization  occur?   I  om  not  sure  the  Congress  has  fully 
examined  the  ramifications  of  this  question. 

I  have  met  wltli  tlio  Defense  .'Jubcommittee  etoff  to  dioouss  this 
matter.   They  are  excellent  prof ccsionals  and  have  been  very 
helpful,  and  have  reiterated  your  ongoing  directive  to  "preserve 
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the  MKB  industrial  bSBe",  but  have  been  unable  to  sway  DOD  Crom 
Its  current  path  of  reducing  tl»o  MRE  inductry. 

For  this  reason,  I  am  asking  to  meet  wltli  you  to  explore  ways  In 
whicii  we  can  find  a  satisfactory  solution  to  tills  problem.   I 
will  be  calling  your  office  witliin  the  next  several  days  to  eet 
up  an  appointment  with  you. 

A  package  of  materials  outlining  this  issue  is  being  preparad  for 
distribution  next  week  to  Congrossional  and  Committee  offices. 
We  in  the  industry  are  asking  our  elected  Representatives  and 
Senators  to  intervene  on  our  behalf  and  increase  the  current  MRE 
XIV  procurement  lc>v«l  to  2.9  million  cases  aiinually. 

Thank  you  for  your  assistance.   I  look  forward  to  seeing  you 
Boon. 

With  best  wishee, 
CINPAC,  INC^ 


Saura  Janaen 
Chairman 


Mb.  Julie  Pacguing 
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An  Open  Letter  to  the  103ril  Congress: 


I  am  writing  to  you  on  behalf  of  the  member  companies  of  the 
Defense  Rations  Manufacturing  Association  (DRMA) ,  an  organization 
comprised  primarily  of  small  and  medium  sized  businesses  who 
produce,  package  and  assemble  the  U.S.  military  field  ration,  the 
MRE  (Meals,  Ready-to-Eat) ,  and  also  provide  the  tray  pack. 

Enclosed  in  the  package  accompanying  this  letter  are  the  following 
components: 

(1)  A  look-alike  MRE  that  contains  additional  items  to  the 
normal  MRE  issued  in  the  field; 

(2)  A  folder  that  can  serve  as  a  start  up  file  for  the  office 
on  the  MRE  program  and  the  issues  described  herein;  and 

(3)  A  short  series  of  issue  papers  and  fact  sheets  providing 
succinct  information  relevant  to  the  MRE  program,  current  DOD 
inventory  and  procurement  activities,  productive  civilian  uses 
of  aging  MRE  stocks  for  humanitarian  and  disaster  assistance 
relief  purposes,  and  the  status  of  the  MRE  industrial  base  as 
one  of  the  U.S.  Army's  acknowledged  top  ten  "war  stopper" 
items. 

We  have  communicated  some  of  our  concerns  to  Secretary  of  Defense 
Aspin  in  a  March  3  letter.  The  Department's  response  did  not 
approach  our  concerns  in  a  manner  that  sought  to  address 
constructively  the  points  of  our  letter.  A  copy  of  the  March  3 
letter  is  included  in  the  accompanying  package  for  your 
information. 

Tlie  14  members  of  our  association  have  plants  located  in  eight 
states.  Our  contact  with  our  Congressional  delegations  will  focus 
upon  accomplishing  our  legislative  agenda,  and  soliciting  support 
for  our  positions  with  DOD  and  other  Executive  Branch  agencies. 
During  the  week  of  May  10,  we  hope  to  circulate  among  Congresional 
offices  in  an  effort  to  further  enhance  support  from  our  elected 
Representatives  and  Senators. 

I  hope  you  will  take  the  time  to  review  some  of  the  information  in 
the  attached  package  and  open  the  MRE  and  sample  some  of  the  items. 
Although  there  have  been  reports  of  some  MRE  use  after  eight  or 
more  years  in  storage,  the  enclosed  was  packaged  less  than  three 
months  ago.  Advances  in  menu  selections  and  processing  techniques 
have  significantly  improved  the  quality  and  variety  of  field 
rations  available  to  our  military  personnel.  We  in  the  industry 
are  proud  to  provide  a  product  set  to  rigorous  standards  and 
detailed  specification,  and  it  is  our  wish  that  the  industry,  in 
addition  to  serving  the  military,  can  also  serve  a  productive  and 
useful  role  in  times  of  disaster  and  shortage  of  food. 
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Periodically,  we  will  be  sending  status  reports  on  the  various 
elements  of  our  legislative  agenda,  and  distributing  similar  MREs 
with  different  internal  components,  to  familiarize  you  with  the 
variety  of  available  MRE  entrees  and  accessory  items. 

Thank  you  for  this  opportunity  to  provide  you  information  on  the 
new  approaches  we  are  advancing  for  consideration  by  the  Congress 
for  maintaining- and  utilizing  the  productive  capacity  of  the  MRE 
industrial  base. 


Dan  Weiss 
I'rcsidcnt,  DKMA 
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(MRE)  INDUSTRY 


DEFENSE  RATIONS  MANUFACTURING  ASSOCIATION 


Issue; 


Background;  o 


The  downsizing  of  the  military  and  its  dependent 
suppliers  has  been  reported  in  the  press  and  agreed 
to  by  both  the  Clinton  Administration  and 
Congressional  sources  as  beginning  in  1995.  DOD  is 
taking  steps  to  cause  the  MRE  industrial  base  to  be 
reduced  by  one-third  this  year,  although  there  are 
no  commensurate  reductions  in  the  level  of  active 
level  troop  strength.  The  maintenance  of  the  MRE 
industrial  base,  capable  of  responding  to  surge 
requirements  (such  as  Desert  Storm) ,  can  be 
achieved  through  the  productive  use  of  MREs 
rotating  out  of  three  year  stocks,  and  utilized  in 
situations  of  international  famine  relief,  aid  to 
the  homeless,  and  disaster  assistance.  DOD  and  the 
industry  are  in  agreement  that  the  annual  minimum 
sustaining  rate  (MSR)  for  the  current  MRE  industry 
components  to  survive  is  2.9  million  cases  based  on 
a  study  completed  by  the  Department  in  1992.  DOD 
is  currently  pursuing  an  annual  procurement  rate  of 
1.8  million  cases  each  for  the  next  three  years, 
which  will  reduce  the  industry  by  one-third  in  the 
current  fiscal  year. 

The  MRE  industry  is  primarily  comprised  of  small  to 
medium  sized  businesses  who  provide  unique  products 
that  meet  extremely  detailed  and  exacting 
specifications; 


o  MREs  have  been  repeatedly  referred  to  by  DOD  as  one 
of  the  10  most  important  "war  stopper"  items  in  the 
U.S.  arsenal; 

o  Annual  peacetime  procurement  levels  —  apart  from 
Desert  Storm  procurements  —  have  averaged  3.1 
million  MRE  cases  (there  are  12  meals  in  a  case) ; 

o  DOD,  in  its  preparatory  frenzy  to  build  up  an 
adequate  supply  of  MREs  during  Desert  Storm, 
cajoled  and  pleaded  with  the  MRE  industry  to 
produce  4.1  million  cases  per  month; 


At  peak  performance  and  efficiency,  the  MRE 
industry,  at  its  current  size,  could  only  produce 
2.5  million  cases  monthly; 
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o  pod's  own  MSR  study  completed  in  1992  indicated 
that  annual  procurement  levels  of  2.9  million  cases 
are  necessary  in  order  to  sustain  the  current 
industrial  base; 

o  According  to  DOD  sources,  if  the  armed  services 
utilized  MREs  during  training  exercises  as  they  are 
supposed  to  do  (emphasis  added) ,  annual  use  would 
be  at  the  2.5  million  MRE  case  level. 

o  Reducing  the  MRE  industry  through  sub-MSR 
procurement  activities  will  eliminate  U.S.  capacity 
in  "war  stopper"  items  to  the  extent  that  DOD  surge 
requirements  can  not  be  met,  and  therefore  the  U.S. 
capability  in  deploying  conventional  forces  will  be 
limited  not  by  the  number  of  uniformed  personnel, 
nor  transportation  parameters,  nor  by  the  degree  of 
military  sophistication  we  may  be  able  to  achieve, 
but  by  the  limited  capability  the  U.S.  has  in 
providing  field  rations  to  its  troops  on  a 
sustained  basis; 

o  An  industry  that  provides  such  a  highly  specified 
and  packaged  product  such  as  the  MRE  can  not  simply 
"build  up"  in  a  short  period  of  time  when  military 
surge  mobilization  occurs;  DOD  troop  field  feeding 
demands  will  go  unmet,  thereby  limiting  the  U.S. 
capability  for  conventional  response  purposes. 

Recommended  The  members  of  the  MRE  industry,  in  the  form  of  the 
Resolution;  Defense  Rations  Manufacturing  Association  (DRMA) , 
have  put  forward  a  balanced  and  comprehensive  plan 
to  utilize  MREs  productively  in  both  military  and 
civilian  capacities.  The  recommendations  include 
the  following  elements: 

1)  The  U.S.  Armed  Services  should,  on  a  regular 
basis,  make  use  of  MREs  as  a  part  of  normal 
field  training  exercises.  Troop  exercises, 
for  purposes  of  maximum  preparedness,  should 
simulate  combat  environment  conditions 
whenever  possible; 

2)  MREs  should  be  an  item  utilized  in  the  Foreign 
Military  Sales  Program  as  part  of  U.S. 
bilateral  assistance  activities.  For  example, 
in  a  third  world  country  lacking  the  economic 
infrastructure  to  support  a  highly  specialized 
production  sector,  the  shelf-stable  field 
ration  becomes  an  item  of  importance  in  a  non- 
lethal  context  that  would  rank  with 
transportation   equipment,   such  as   trucks, 
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trailers  and  jeeps,  and  communications 
equipment,  such  as  radios,  portable 
telephones;  and 

3)  Stocks  in  excess  of  three  years  should  be 
rotated  out  of  DOD  stores  and  utilized  for 
priority  purposes  among  the  following  uses: 

a)  International  humanitarian  aid,  in 
the  form  of  either  famine  relief  or 
disaster  assistance.  AID  and  the 
DOD  humanitarian  assistance  arm 
should  continue  to  provide 
prepositioned  overseas  stores  of 
MREs  to  victims  of  natural  disasters 
and  man  made  strife  (Bosnia) . 

b)  Domestic  food  assistance,  in  the 
form  of  disaster  assistance,  and 
supplementary  aid  to  the  homeless. 
Domestic  agencies,  such  as  FEMA, 
DOD,  and  the  Inter-Agency  Council  on 
the  Homeless  should  be  provided  MRE 
stocks  in  excess  of  three  years  of 
age  for  distribution  to  those  in 
need  of  daily  nutritional 
supplements.  Regardless  of  the 
availability  of  other  food 
assistance  programs  in' the  U.S., 
there  is  a  certain  component  —  the 
ever  increasing  ranks  of  homeless 
indigents  in  our  urban  and  suburban 
areas  —  that  escape  the 
organizational  and  bureaucratic 
targeting  of  the  Food  Stamp  and 
other  State  and  local  food 
assistance  efforts  because  of  the 
sheer  lack  of  a  fixed  address  —  a 
form  of  structure  —  in  a  homeless 
person's  life.  For  this  reason, 
MREs  rotating  out  of  stock  are  an 
ideal  portable,  shelf-stable 
nutritional  supplement  to  that 
portion  of  our  population  that 
escapes  structural  placement  by 
location. 
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INVENTORY  POLICY  OF  THE  DEPARTMENT  OF  DEFENSE 
REGARDING  MEALS,  READY-TO-EAT  (MRE) 

DEFENSE  RATIONS  MANUFACTURING  ASSOCIATION 


Issue;  The  Department  of  Defense  is  attempting  to  reduce 

annual  procurement  levels  of  MREs  on  the  basis  that 
existing  inventory  exceeds  the  desired  quantity. 
The  age,  condition,  and  location  of  DOD's  current 
inventory  should  be  evaluated  before  any  peremptory 
assumptions  or  judgments  on  current  or  future 
procurement  actions  are  taken. 

In  addition,  the  specified  level  of  desired  MRE 
inventory  should  be  assessed  in  terms  of  ability  to 
service  field  forces  at  times  of  unexpected  surge 
mobilization  requirements. 

An  in-depth  exploration  of  the  two  aspects  of  DOD's 
approach  to  MRE  inventory  policy  outlined  in  the 
preceding  two  paragraphs  demonstrates  inadequate 
military  preparedness  planning  and  a  lack  of  vision 
for  preserving  the  MRE  industrial  base. 

Background;     o     DOD  peacetime  procurement  levels  for  MREs  have 

averaged  3.1  million  cases  annually  for  the 
past  several  years.  This  level  has  supported 
the  current  industry,  which  depends  almost 
exclusively  on  DOD  for  business. 

o  The  current  procurement  action  "on  the  street" 
is  for  1.8  million  MRE  cases  annually  for  each 
of  the  next  three  years.  This  low  level  will 
have  the  net  result  of  reducing  the  industry 
by  one-third  this  year. 

o  DOD's  procurement  solicitations  in  preparation 
for  Desert  Storm  at  its  height  sought  4.1 
million  cases  a  month  in  production;  the 
industry,  at  its  current  size,  was  able  only 
to  provide  2.5  million  cases  a  month.  At  one- 
third  its  current  size,  the  production 
deliverability  plummets  below  2.0  million 
cases  per  month.  (At  the  onset  of  Iraq's 
invasion  of  Kuwait,  before  the  massive 
mobilization  began,  it  was  estimated  that  DOD 
had  MRE  stores  in  excess  of  11  million  cases, 
some  of  which  were  as  much  as  eight  years  of 
age.  ) 
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o  Does  the  U.S.  wish  to  "box"  its  conventional 
military  capability  into  actions  that  could  be 
conducted  with  sustained  troop  field  forces 
requiring  less  than  2.0  million  cases  of  MREs 
per  month?  In  other  words,  this  procurement 
action  sets  limitations  on  surge  responses  to 
less  than  half  the  planned  military  action 
utilized  in  Operation  Desert  Storm. 

o  DOD  states  that  its  current  MRE  inventory  is 
6.3  million  cases.  The  following  basic 
question  should  be  explored  with  DOD 
officials: 

What  is  the  age  of  these  MREs? 

—  Where  are  they  located? 

—  Under  what  storage  conditions  have  they 
been  kept? 

—  The  recent  advance  in  the  quality  of  MREs 
has  been  significant:  Do  we  want  to 
serve  inferior,  aging  MREs  to  our 
uniformed  troops? 

o  DOD  recently  revealed  that  the  target 
inventory  for  MRE  stocks  will  be  4.7  million 
cases. 

Upon    what    type    of    mobilization 
requirements  is  that  estimate  based? 

—  What  type,  and  in  how  timely  a  fashion, 
would  DOD  expect  the  MRE  industrial  base 
to  respond  in  times  of  surge  requirements 
to  calls  for  supplementary  procurements 
to  augment,  and  provision,  a  field  force? 

—  When  the  4.7  million  case  inventory 
became  depleted,  at  what  rate  of  delivery 
per  month  would  DOD  need  to  meet  the 
demands  of  troops  involved  in  a 
hypothetical  conventional  operation? 

Recommended 

Resolution:  DOD  should  adopt  a  balanced,  comprehensive 
procurement,  inventory  and  utilization  plan  for 
MREs  that  allows  the  industry  to  remain  intact  and 
capable  of  responding  to  and  meeting  the  needs  of 
DOD  in  crisis  situations,  but  also  permits  the 
humanitarian  use  of  MREs  to  evolve  into  a  far 
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greater  role  in  the  U.S.  approach  to  foreign 
assistance,  disaster  and  famine  relief,  and 
domestically,  in  aid  to  the  homeless.  This 
conceptual  program,  which  involves  multiple 
government  missions  and  agencies,  should  contain  at 
least  the  following  basic  components: 

An  annual  procurement  by  DOD  of  at  least 
2.9  million  cases  of  MREs; 

—    A  mandated  three  year  shelf  life  for 
MREs  ; 

Use  of  MREs  in  regular  field  training 
exercises  by  U.S.  uniformed  personnel; 

MRE  distribution  of  stocks  in  excess  of 
three  years  to  worthwhile  humanitarian 
efforts;  and 

MRE  inclusion  as  an  item  in  the  U.S. 
catalog  for  the  Foreign  Military  Sales 
Program. 

DOD  should  maintain  a  fresh  inventory  of  MREs,  well 
positioned  to  meet  contingency  requirements,  that  could 
sustain  a  reasonable  troop  force  in  the  field  for  three 
to  six  months.  This  supply  would  allow  sufficient  time 
for  DOD  to  solicit,  and  the  MRE  industry  to  begin  to 
supply,  additional  rations  that  might  be  needed  for 
either  a  larger  force,  or  for  a  longer  time,  or  both.  A 
reasonable  level  that  would  accomplish  the  above 
objectives  would  be  approximately  a  9  million  case 
inventory.  This  would  allow  MRE  use  (demand)  to  meet  one 
year's  procurement  (supply).  As  2.9  -  3.0  million  cases 
are  utilized  each  year,  through  normal  military  field 
training  use  and  humanitarian  distribution  through  other 
channels,  the  replenishment  to  a  full  inventory  level 
would  occur  through  regular  annual  procruements  of  2.9- 
3.0  million  cases. 
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defAise  rations  ht^ufacturing  association 


OBJECTIVES: 


1)  Ensure  that  there  is  an  adequate  procurement  of  MREs  by 
the  Department  of  Defense  (DOD)  to  maintain  the  Defense  Industrial 
Base  and  meet  emergency  and  surge  requirements  as  they  arise. 

2)  Secure  DOD  procurement  level  of  2 . 9  million  cases  of  MREs 
and  direct  MRE  use  in  training,  three  year  rotation  of  stock,  and 
development  of  Foreign  Military  Sales  Program  for  MREs. 

3)  Authorize  DOD  to  sell  or  make  available  MREs  to  other 
countries  and  international  relief  and  humanitarian  assistance 
agencies. 

4)  Promote  the  productive  use  by  the  Federal  Emergency 
Management  Agency  (FEMA)  of  MREs  for  disaster  assistance  activities 
through  utilizing  MRE  stocks  in  excess  of  three  years  of  age.  DRHA 
also  encourages  the  continued  use  of  rations  rotating  out  of 
surplus  stocks  by  the  Inter-Agency  Council  on  the  Homeless. 

5)  Request  that  the  Agency  for  International  Development 
(AID)  make  use  of  the  DOD's  MRE  stocks  in  excess  of  three  years  for 
international  disaster  assistance  and  famine  relief. 

6)  Secure  assistance  from  the  U.S.  Department  of  Agriculture 
for  research  funds  related  to  marketing  and  export  promotion 
efforts. 
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DRIBF  HISTORY  OF  TUB  MRB  PROGRAM 


The  Meals,  Ready-to-Eat  (NRE)  program  in  use  by  the  military 
today  was  introduced  in  1979.  Today's  meals  are  more  nutritious, 
better  tasting,  and  more  easily  storable  and  portable  than  the  C- 
Rations  of  the  past. 

Prior  to  1979,  the  Department  of  Defense  purchased  canned 
meals  using  a  two-step  process.  All  of  the  components  (food 
servings,  utensils  and  accessories)  were  acquired  from  various 
contractors,  and  shipped  en  masse  to  an  assembly  contractor,  who 
packaged  them  in  cases  containing  12  complete  meals  apiece.  This 
two-step  approach  was  cumbersome,  time-consuming  and  costly  since 
there  were  scores  of  individual  components  (consisting  of  both  food 
and  non-food  items)  in  the  shipping  cases  containing  the  actual 
rations. 

The  manufacturing  process  for  rations  was  revolutionized  when 
the  canned  combat  meals  were  replaced  with  the  Meal,  Ready-to-Eat 
(MRB) .  Developed  by  the  U.S.  Army  Natick  Research,  Development  and 
Engineering  Center  in  Natick,  Massachusetts,  the  MRB  contains  flat, 
thermostabilized  pouches  of  individual  food  servings  in  flexible 
menu  bags,  with  12  different  meals  (or  "menus")  to  a  .case.  The 
main  food  item  is  an  eight  ounce  retort  meal  pouch.  Used  by  all 
armed  forces,  but  mainly  by  the  Army  and  the  Marines,  MREs  are 
light  and  easy  to  carry.  Both  troop  acceptance  and  the  nutritional 
value  of  the  food  continues  to  improve  with  each  successive  MRB 
procurement. 

Today,  there  are  three  prime  contractors  to  the  industry, 
charged  with  both  producing  items  for  the  MRE  and  assembling  MRE 
components  from  other  producers  into  a  complete  package. 
Membership  in  DRMA  covers  approximately  85  percent  of  the  MRB 
industry.  The  average  MRE  menu  meets  the  Surgeon  General's  daily 
allowance  of  vitamins  and  minerals  and  is  used  for  both  military 
and  non-military  (disaster  relief,  emergency  preparedness) 
purposes.  In  addition,  the  shelf-life  of  MREs  is  at  least  three 
years. 

Entree  size  has  been  increased  from  5.5  ounces  to  eight 
ounces.  Today's  entrees  may  be  heated;  each  MRE  includes  a  small 
package  of  a  magnesium  alloy,  a  chemical  that  produces  heat  when 
water  is  added. 

The  average  cost  of  the  "new  and  improved"  meals  approximate 
the  cost  of  the  old  meals. 
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March  3,  1993 


Honorable  Les  Aspin 
Secretary  of  Defense 
Room  3-E-880 
The  Pentagon 
Washington,  D.C.  20301 

Dear  Secretary  Aspin: 

I  am  writing  to  you  on  behalf  of  the  companies  who  comprise 
the  Defense  Rations  Manufacturing  Association  (DRMA) ,  a  consortium 
formed  in  1989  of  small  and  medium-sized  businesses  th^t  prepare, 
package  and  process  DOD's  MRE  (Meals,  Ready-to-Eat)  program.  As 
you  know,  the  MRE  is  not  only  the  primary  field  ration  for  U.S. 
armed  services,  but  also  serves  to  assist  victims  of  natural 
disasters  and  famine. 

During  the  periods  immediately  preceding  Operation  Desert 
Shield,  and  following  the  intense  procurement  by  DOD  to  prepare  for 
Operation  Desert  Storm,  the  previous  Administration  employed 
virtually  every  tactic  available  to  reduce  MRE  procurement  to  a 
level  that  would  not  sustain  the  industry  in  peacetime,  nor  allow 
the  MRE  industry  to  respond  to  a  procurement  similar  to  that 
associated  with  Desert  Storm.  You  and  your  former  colleagues 
within  the  Congress  had  the  foresight  and  presence  of  long-term 
public  policy  views  to  maintain  the  industry  at  a  minimum 
sustaining  rate  (MSR)  of  procurement.  The  industry  believes  that 
level  to  be  3.1  million  cases.  DOD's  own  study,  mandated  by  the  FY 
1991  Appropriations  Act,  pegged  the  MSR  at  2.89  million  cases.  The 
difference  between  the  two  views  of  the  MSR  is  moot:  DOD  plans  to 
procure  1.8  million  cases,  or  less,  this  year,  which  will  decimate 
the  industry.  The  effect  of  such  a  reduction,  without  alternative 
supplementary  purchases  from  DOD  or  other  sources,  will  eliminate 
one  of  the  three  prime  contractors  and  at  least  one-third  of  the 
subcontractors . 
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Honorable  Les  Aspin 
Page  2 


Oefore  the  end  of  the  Cold  War  and  the  term  "Defense 
Conversion"  came  into  vogue,  we  began  seeking  alternative 
constructive  uses  of  the  MRE  industry's  capacity  in  civilian  and 
international  circles.  We  have  seen  MREs  successfully  used  as 
temporary  sources  of  food  in  the  following  situations: 

—  As  emergency  rations  when  natural  disasters  have 
interrupted  normal  food  transportation  routes:  Hurricanes 
Andrew  and  Iniki;  California  earthquakes;  temporary  flooding 
in  Texas,  Louisiana,  and  California; 

—  As  a  means  of  humanitarian  assistance  in  situations  of 
short  food  supply,  either  as  a  result  of  war  or  inadequate 
food  distribution  systems,  in  Russia,  the  Kurds,  Iraq 
(following  Desert  Storm),  Somalia  and  now  Bosnia; 

As  a  means  of  supplementing  State,  local  and  private 
efforts  to  feed  the  homeless  in  some  of  our  larger  urban 
areas. 

These  productive  uses,  in  which  MREs  are  the  only  means  of 
delivering  nutritive  assistance  because  of  their  unique 
portability,  shelf-stable  nature,  and  environmentally  resistant 
packaging,  have  saved  countless  American  and  foreign  lives. 

We  ask  that  you  consider  these  factors  in  your  procurement 
deliberations  as  Fiscal  Year  1993  and  1994  decisions  are  made  at 
the  Department  of  Defense. 

The  objectives  we  are  seeking  to  accomplish  legislatively  this 
year  and  next  involve  the  maintenance  of  a  unique  industry,  and 
demonstrates  the  "convertibility"  of  a  defense  procurement  item  to 
productive  civilian  uses. 

A  list  of  our  legislative  objectives  is  attached. 

We  in  the  industry  would  like  to  meet  with  you  to  discuss 
these  matters  in  the  near  future.  We  will  be  calling  to  request  a 
meeting  shortly. 

Thank  you  for  your  attention  to  this  matter. 

With  best  wishes. 


Dan  Weiss 
Chairman 

Attachment 
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ANBRICAN    NATIONAL    CAN 

8770  West  Bryn  Mawr  Avenue 

Chicago,  Illinois  60631-3542 

312/399-8043    (FAX:   312/399-8099) 


NUMBER  OF  EMPLOYEES 

100  employees  (involved  in  MRE) . 

BRIEF  HISTORY/HIGHLIGHTS  OF  THE  COMPANY 

American  National  Can  is  a  multinational  manufacturer  and 
marketer  of  a  broad  line  of  metal,  glass  and  plastic  packaging 
products.  Flexible  packaging  includes  single  and  multi-layer 
films  and  laminations,  bags  and  pouches;  lidstock;  roto  and 
flexo  printing;  and  thermoformed  trays.  Nine  production 
plants  manufacture  packaging  for  over  1,800  products  in  the 
United  States.  Major  markets  include  packaging  for  processed 
and  fresh  meat  and  cheese;  dry  foods,  processed  and  frozen 
foods;  single-serve  condiments;  medical  devices;  cereal  and 
crackers;  and  MRE  pouches.  American  National  Cdn  has  been 
involved  with  the  MRE  program  since  its  inception. 


FOR  MORE  INFORMATION  CONTACf: 

Robert  Shatney,  Market  Manager,  MREs 
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ANBRIQUAL    FOODS,    INC. 

18200  Highway  41  North 

Evansville,  Indiana  47711 

812/867-1444    (FAX:   812/867-0278) 


NUMBER  OF  EMPLOVEES 

130,  based  in  one  Evansville  plant. 

BRIEF  HISTORY/HIGHLIGHTS  OF  THE  COMPANY 

AmeriQual  Foods,  Inc.  is  a  contract  packager  of  food  products 
for  wholesale,  retail  and  military  customers.  The  company  was 
founded  in  1987,  and  construction  of  the  state-of-the-art  food 
processing  and  packaging  facility  was  completed  in  1988. 
AmeriQual  began  production  of  MRE  retort  entrees  in  1988,  and 
has  been  active  in  the  MRE  program  as  both  a  prime  contractor 
and  subcontractor  since  that  time.  During  1990,  the  company 
installed  a  second-production  line  to  produce  entrees  in 
microwaveable,  double-seamed  plastic  bowls  for  commercial 
customers. 


FOR  MORE  INFORMATION  CONTACT: 

Timothy  A.  Brauer,  Vice  President  -  Treasurer 
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CADILLAC         PRODUCTS,  IMC. 

1650   Research   Drive 

Suite   200 

Troy,  Hichigan  48083-2100 

313/740-4000    (FAX:  313/740-9859/9787) 


NUMBER  OF  EMPLOYEES 

600  located  in  Troy,  Michigan,  Rogers  City,  Michigan,  Paris, 
Illinois,  Sterling  Heights,  Michigan,  Atlanta,  Georgia  and 
Shelby  Township,  Michigan. 


BRIEF  HISTORY/HIGHLIGHTS  OF  THE  COMPANY 

Cadillac  Products  is  a  diversified  Manufacturer  of  high 
barrier  plastic  films,  laminations,  thermoformed  and  injection 
molded  products.  The  company  was  founded  in  1942  and  serves 
the  needs  of  a  wide  range  of  commercial,  government  and 
military  packaging  needs.  CPI  currently  supplies  most  of  the 
packaging  materials  for  the  MRE  Program.  CPI  is  also  the 
primary  contractor  to  the  U.S.  Government  for  MIL-B-131 
packaging/barrier  material.  The  company  has  been  part  of  the 
MRE  program  since  its  inception. 


FOR  MORE  INFORMATION  CONTACT: 

R.J.  Williams,  Jr.,  Chief  Financial  Officer,  Office  of 

the  President 
Michael  A.  Moffitt,  Director,  Government  Contracts  and  Sales 
Philip  P.  Nader,  Jr.,  Marketing  Manager 


806 


C  I  N  P  A  C, 


IMC. 


2940  Highland  Drive 

Cincinnati,  Ohio  45212 

513/841-0777    (FAX:   513/841-1168) 


NUMBER  OF  EMPLOYEES 

250,  based  in  one  Cincinnati  plant. 

BRIEF  HISTORY/HIGHLIGHTS  OF  THE  COMPANY 

Cinpac,  Inc.  is  a  prime  contractor  in  the  Department  of 
Defense  program  for  MRE's  (Meals,  Ready-to-Eat) .  Cinpac  has 
been  involved  with  the  program  since  1985  and  operates  an 
assembly  and  warehousing  operation  and  a  full  scale 
thermostabilized  food  processing  plant. 


FOR  MORE  INFORMATION  CONTACT: 

Laura  Jansen,  Chairman 
Louis  N.  Strike,  President 
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DYMATROM,    INC. 

4  329  Red  Bank  Road 

Cincinnati,  Ohio  45227-2113 

513/271-9951  -  513/527-5642    (FAX:   513/527-5641) 


NUMBER  OF  EMPLOYEES 

6  in  Cincinnati,  Ohio. 


Dymatron  was  initially  founded  in  1973  to  conduct  material 
research  and  development  with  an  emphasis  on  using  the  results 
of  scientific  investigations  to  develop  marketable  products. 
Since  its  founding,  Dymatron  has  developed  prototype  processes 
for  the  manufacture  of  fine  silicon  carbide,  turbostatic  boron 
nitride,  tantalum  nitride  and  other  materials.  Dymatron 's 
most  notable  development  to  date  is  the  Flameless  Ration 
Heater  (FRH)  used  by  the  military  to  heat  retort  pouched  foods 
provided  in  their  Meals,  Ready-to-Eat  (MREs)  rations.  The 
MREs  found  their  first  wide  spread  use  ir.  the  Desert  Storm 
Conflict.  MREs  were  also  used  in  the  hurricane  relief  efforts 
in  Florida  and  Hawaii.  Most  recently  the  MREs  are  being  used 
by  the  U.S.  military  troops  in  the  relief  efforts  in  Somalia. 
ZestoTherm,  Inc.  which  manufacturers  the  FRH  for  the  military 
was  an  offspring  of  Dymatron  in  1981. 

Presently,  Dymatron  has  the  capacity  to  manufacture  tonnage 
quantities  of  Corrodalloy-5  metal  powder.  Corrodalloy-5  is 
the  heat  generating,  water  activated  alloy  constituent  of  the 
Flemeless  Ration  Heater.  Other  applications  for  the 
Corrodalloy-5  alloy  are  marine  release  devices,  hydrogen 
generators,  and  portable  flameless  heat  sources. 


FOR  MORE  INFORMATION  CONTACT: 

William  E.  Kuhn,  President 
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THB    PILLSBURT    COMPANY 

Pillsbury  Center 

Minneapolis,  Minnesota  55402 

612/665-3515  (FAX:  612/665-8955) 


NUMBER  OF  EMPLOYEES 

110  based  in  LeSueur,  Minnesota  plant. 

BRIEF  HISTORY/HIGHLIGHTS  OF  THE  COMPANY 

The  Pillsbury  Company,  a  wholly  owned  subsidiary  of  Grand 
Metropolitan  PLC,  is  an  international  food  coapany  with  a 
strong  consumer  brand  portfolio.  Under  the  Pillsbury  brand, 
it  markets  prepared  dough  products,  baking  mixes  and  flour. 
Its  Green  Giant  division  produces  canned,  frozen  and  fresh 
vegetables  as  well  as  Joan  of  Arc  canned  beans.  Pillsbury's 
frozen  pizza  business  includes  Totino's  and  Jeno's  brands. 

The  Pillsbury  Company  has  been  manufacturing  MRE's  since  the 
inception  of  the  MRE  program.  MRE's  are  manufactured  at  its 
Green  Giant  Vegetable  plant  in  LeSueur,  Minnesota. 


FOR  MORE  INFORMATION  CONTACT: 

James  L.  Anderson,  Project  Manager,  MRE 
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RIGHT  AWAY  FOODS  CORPORATION  SHELF  STABLE  FOODS,  INC. 

200  North  First  Street  1201  N.  Stockwell  Road 

P.O.  Box  55  P.O.  Box  8303 

McAllen,  TX  78505-0055  Evansville,  IN  47716-8303 

210/687-9401  (FAX: 210/631-0857)  812/477-5361  (FAX: 812/474-2379) 


TUB  WORNICK  COMPANY 

(Parent  Company) 

P.O.  Box  1700 
Burlingame,  CA  94011 


NUMBER  OF  EMPLOYEES 

4  50  based  in  three  locations. 

BRIEF  HISTORY/HIGHLIGHTS  OF  THE  COMPANY 

Right  Away  Foods  Corporation  (RAFCO)  and  its  sister  company 
Shelf  Stable  Foods  are  integral  components  of  the  MRE 
industry.  One  of  three  prime  contractors,  RAFCO 's  work 
includes  food  packaging,  production,  and  assembly  and  has  been 
a  prime  contractor  continuously  since  the  MRE  program 
commenced  in  1980.  Shelf  Stable  manufactures  entrees, 
vegetables  and  fruits  in  retort  pouches  and  has  one  of  the 
largest  pouch  capabilities  in  the  industry. 

FOR  MORE  INFORMATION  CONTACT: 

John  Netterberg,  President  -  Shelf  Stable  Foods,  Inc. 
William  M.  Earth,  President  -  Right  Away  Foods  Corporation 
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8MURFIT    FLEXIBLE    PACKAOIMO 

A  Division  o£   Jefferson  Smurfit  Corporation 

1228  E.  Tower  Road 

Schaumburg,  XL   60173-4386 

708/884-1200    (FAX:  708/884-7206) 


NUMBER  OF  EMPLOYEES 

250,  with  two  manufacturing  plants  Milwaukee,  Wisconsin 

and  Schaumburg,  Illinois. 


BRIEF  HISTORY/HIGHLIGHTS  OF  THE  COMPANY 

Smurfit  Flexible  Packaging  is  a  converter  and  laminator  of 
flexible  films  and  foils  dedicated  to  providing  high  value 
added  products  to  the  health  care/pharmaceutical  and  food 
processing  industries  for  the  consumer,  industrial  and 
military  customers.  The  Schaumburg  facility  houses  both 
headquarters  and  manufacturing  for  retort  pouches,  bread, 
cake,  and  fruit  pouches.  The  Milwaukee  plant  manufactures  all 
polyethylene  films  consumed  in  the  above  -  packaging 
applications.  Smurfit  Flexible  Packaging  has  been  involved  in 
military  packaging  since  1988. 


FOR  MORE  INFORMATION  CONTACT: 

Jerry  Painter,  General  Sales  Manager 
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STAR    FOOD    PROCESSING,    INC. 

34  44  East  Commerce  Street 

San  Antonio,  Texas  78220 

210/223-4553    (FAX:   210/226-7447) 


NUMBER  OF  EMPLOYEES 

220  based  in  three  San  Antonio  facilities. 

BRIEF  HISTORY/HIGHLIGHTS  OF  THE  COMPANY 

Star  Food  was  founded  in  1983  as  a  producer  of  retort  pouched 
items  for  the  Military's  Meals,  Ready-to-Eat  Ration  program. 
During  "Operation  Desert  Storm",  Star  was  awarded  the  single 
largest  contract  for  production  of  retort  pouched  entrees  and 
vegetables  in  the  history  of  the  MRE  program.  Additionally, 
Star  has  been  active  in  export  of  MRE  type  meals  to  other 
government  agencies  and  foreign  governments  since  1988.  Star 
has  three  facilities,  its  main  pouch  plant,  a  processed  meats 
plant,  and  a  100,000  square  feet  warehouse,  located  on  San 
Antonio's  East  Side. 


FOR  MORE  INFORMATION  CONTACT: 

Alan  Koerber,  V.P.,  Administration 
L.C.  Robbins,  President/ CEO 
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8TBRLIMO    FOODS,    IMC. 

1075  Arion  Parkway 

San  Antonio,  Texas  782-16 

210/490-1669    (FAX: 210/490-7964  ) 


NUMBER  OF  EMPLOYEES 
250  employees 

BRIEF  HISTORY/HIGHLIGHTS  OF  THE  COMPANY 


Sterling  Foods  Inc.  is  a  producer  of  shelf  stable  food 
products  for  the  U.S.  Military  Ration  Program,  the  Canadian 
military  and  other  international  diet  food  companies. 
Sterling's  Military  sales  are  in  two  separate  feeding 
programs,  (1)  Meals,  Ready-to-Eat  (HREs)  and  (2)  T-Ration. 
The  diet  sales  are  primarily  extended  life  Bread  items  and  a 
diet,  long  shelf  life  Chocolate  Chip  Cookie.  Sterling  has,  in 
cooperation  with  the  U.S.  Government,  developed  a  Shelf  Stable 
Bread  that  has  been  procured  by  the  Military  for  use  with  its 
ration  program. 

Sterling  manufacturers  the  following  specific  products  for  the 
U.S.  Military: 

Chocolate  Covered  Cookies  -        MRE 

Chocolate  Covered  Brownies  -       MRE 

Compressed  Oatmeal  Bar  -  MRE 

Chocolate  Nut,  Cherry  Nut 

and  Maple  Nut  Cakes  -  MRE 

Shelf  Stable  Bread  -  MRE 

Tray  Pack  Cakes 

Tray  Pac  Hamburger  Buns 


FOR  MORE  INFORMATION  CONTACT: 

Roy  D.  Terracina,  President/Owner 
Marvin  Letow,  V.P.  Operations 
Dexter  Bellis,  V. P./R&D/Q.C. 
Mark  Kuehl,  V.P./  Controller 
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THERMO    VAC,         IMC. 

1690  Stone  nidge  Drive 

Stone  Mountain,  GA  30083 

404/934-3200    (FAX:   404/934-7644) 


NUMBER  OF  EMPIXJYEES 

70  eaployees  based  in  one  Stone  Mountain  plant 

BRIEF  HISTORY/HIGHLIGHTS  OF  THE  COMPANY 

Therno  Pak,  Inc.  is  a  food  processor  and  contract  packager 
specializing  in  Hot  Fill  pouches.  Thermo  Pak  processes  and 
packages  the  following  MRE  rations:  Cheese,  Jelly  and  Peanut 
Butter.  Therno  Pak  is  a  USOA  Dairy  approved  facility.  The 
company  has  received  a  rating  of  "SUPERIOR**  fron  the  Anerican 
Institute  of  Baking  in  the  area  of  Sanitation.  SQUEEZERS,  a 
trade  nark  of  Thermo  Pac's,  is  a  line  of  Peanut  Butter  and 
Jelly  (conbo  pack) ,  Jalapeno  Cheese,  Cheddar  Cheese,  and 
Peanut  Butter  in  convenient  portion  packs. 

FOR  MORE  INFORMATION  CONTACT: 

Bernard  A.  (Barney)  Rosner,  President 
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TRAMS-PACKERS    SERVICES    CORP. 

419  Vandervoort  Avenue 

Brooklyn,  New  York  11222-5313 

718/963-0900    (FAX:   718/486-6344) 


NUMBER  OF  EMPLOYEES 

180,  based  in  Brooklyn  plant 

BRIEF  HISTORY/HIGHLIGHTS  OF  THE  COMPANY 

Trans-Packers  Services  Corporation  is  a  contract  packager  of 
food  and  non-food  products  for  retail,  institutions, 
industrial  and  military  customers.  The  company  has  been 
located  in  Brooklyn,  New  York  since  1969.  TPSC's  newest 
addition  is  a  high  speed  liquid  filling  line  for  miniature 
bottles.  TPSC  presently  produces  miniature  TABASCO  hot  pepper 
sauce  bottles  and  beverage  base  and  powder  packets  for  the 
MRE.  Trans-Packers  Services  Corp.  has  been  involved  with  the 
MRE  program  since  its  inception. 


FOR  MORE  INFORMATION  CONTACT: 
Daniel  Weiss,  President 
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ZEBTO-THBRM,     IMC. 

311  Northland  Ulvd. 

Cincinnati,  Ohio  45246 

513/772-3066    (FAX:   513/772-3269) 


NUMBER  OF  EMPLOYEES 

100,  based  in  one  Cincinnati  plant 

BRIEF  HISTORY/HIGHLIGHTS  OF  THE  COMPANY 

ZestoTherm  is  a  manufacturer  of  the  Flameless  Ration  Heater 
(FRH)  .  The  FRH,  which  was  developed  by  the  founder  of 
ZestoTherm,  is  used  to  heat  the  MRE.  Incorporated  in  1984, 
ZestoTherm  has  worked  closely  with  the  U.S.  Army  Natick 
Research,  Development  and  Engineering  Center  in  modifying  the 
original  FRH  design  in  order  to  meet  the  specific  needs  of  the 
U.S.  Military.  In  1993,  under  the  MRE  XIII  program,  the  FRH 
will  be  packaged  with  the  MRE  for  the  first  time. 


FOR  MORE  INFORMATION  CONTACT 

David  K.  Holwadel,  President 
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[Clerk's  note. — The  following  statement  was  submitted  for  the 
record  by  the  National  Head  Injury  Foundation,  Inc.:] 
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Dear  Chaimon  Muttfaa, 


ft  IS  giwt  joy  in  my  heart  that  I  have  the  privilege  of  appearing  before  your  oommittee  today 
You  and  members  of  your  committee  truly  listened  and  undentood  my  words  on  my  first  visit 

You  and  the  members  of  your  committee  have  demonstrated  great  leadership  by  recognizing  die 
tremendous  need  for  services  to  people  with  TBI.  The  men  and  women  of  the  militoTwho 
rosfam  traumatic  bram  injuries  and  dieir  £unilies  now  have  an  opportunity  to  access  the  special 
kinds  of  state-<rf^the-art  services  they  so  desperately  need.  ^^^ 

On  behalf  of  tfiem  and  all  of  us  at  the  National  Head  Injury  Foundation,  especially  mvadf 
Thank  you.  '      ' 


Sincerely, 
Alice  Demichelis 
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[Clerk's  note.— The  following  statement  was  submitted  for  the 
record  by  the  Uniformed  Services  Disabled  Retirees:] 


iSABL£D  lin^rn.s^ 


AlbuqiMrqu*.  NM  87110 

505-881-4568 


NIFORMEO  SERVICES 

5909  AIM  Momv  N8 


April  27,  1993 


Honorable  John  P.  Nnrtha 

Chairman,  Subcoaoiittee  on  DOD  Appropriations 

B-144,  Capitol  Bldg 

Washington,  D.C.  20515 

Mr.  Chairaan,  distinguished  aeabers  of  the  coasiittee,  it  has  constant- 
ly been  stated  that  the  granting  of  concurrent  receipt  of  ailitary  retired 
pay  emd  veteran's  disability  coapensation  would  and  are  a  reflection  of 
the  following:   1)   Budget  Deficit;  2)   "Double-Dipping";  3)   Federal 
Courts  decision  in  the  Absher  vs  O.S.;  4)   Other  Federal  retirees  are  not 
peraitted  to  receive  concurrent  receipt  and  5)   the  so-called  "generous 
benefits"  received  by  ailitary  retired  veterans  place  the  group  in  a 
different  category  froa  other  federal  retirees. 

Let  us  take  one  at  a  tiae:   Budget  Deficit  -  Ho  budget  deficit  existed 
20  years  ago  nor  100  years  ago  %ri)en  the  law  was  enacted.   Therefore,  con- 
current receipt  had  no  effect  nor  does  it  today  on  the  deficit.   The 
service-connected  disabled  ailitary  retired  veterans  sacrificed  by  serving 
their  Country  during  their  aost  productive  years,  becosung  disabled  during 
this  service  and  finally  by  waiving  «rtiat  they  rightfully  earned  in  order 
to  receive  disability  coapensation.   Ho  other  disabled  veterans  were  aade 
to  face  this  discriainatory  sacrifice.   Double-Dipping  -  This  is  a  news 
aedia  noswnclature  and  coined  by  Congress.   Disability  coapensation  is 
for  disabilities  received  during  the  service  and  retired  pay  is  for  ful- 
fillaent  of  a  contract  with  one's  Country.   Civil  Service  retirees  with 
sufficient  years  of  service  for  retireaent  becosw  disabled  on  the  job. 
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they  receive  concurrent  receipt  of  retired  pay  and  disability  coapensation. 
(FBCA,  5  OSC,  section  8107,  3rd  paragraph).   Federal  Court  decision  -  the 
courts  stated  that  Congress  has  the  right  to  refuse  payaents  under  PISC 
Restraint.   Ho  where  in  the  Constitution  does  it  state  that  Congress  nay 
pass  legislation  which  would  be  discriminatory  to  a  particular  group. 
Generous  Benefits  -  Hot  only  do  military  retired  personnel  enjoy  the  so- 
called  generous  benefits.   All  service-connected  disabled  veterans  rated  by 
the  Department  of  Veteran's  Affairs  at  100%  disabled  receive  them.   Also 
the  medical  retired  military  with  less  them  20  years  service  enjoy  the  same 
benefits.   Therefore,  the  sc  disabled  military  retired  veterans  are  not  a 
unique  group  of  federal  retirees. 

True,  there  is  a  tax  advantage  %fhen  waiving  all  or  portion  of  the  retired 
pay;  but  the  advantage  only  amounts  to  no  more  than  $250  per  month  if  rated 
100%  disabled.   How  a  100%  disabled  veteran,  not  a  military  retiree,  can 
and  does  receive  more  than  $1,700  per  month  rax-free  in  addition  to  his/her 
civilian  retirement. 

At  the  April  12,  1988  subcommittee.  House  Veteran's  Affairs,  DOD  stated 
that  $762  million  was  being  waived  by  the  sc  disabled  military  retirees.  The 
Congressional  Budget  Office  stated  that  it  trould  cost  $2.3  billion  per  year 
to  grant  concurrent  receipt.   I  do  not  comprehend  *»hy  the  difference  bet%reen 
the  two  agencies. 

America's  service-connected  disabled  military  retired  veterans  served 
honorably  and  faithfully  as  did  all  other  disabled  veterans.   They  too  %«ere 
made  to  face  danger  through  hazardous  assignments  forced  upon  them  by  the 
Administration  and  Congress.   They  did  not  seek  to  become  disabled;  but  due 
to  their  misfortunes.  Congress  sentenced  them  to  be  less  than  a  veteran  via 
the  forced  discriminatory  waiver  requirement.   It  is  time  for  our  Country  to 
finally  recognize  the  disabled  military  retired  veterans  as  an  equal  to  that 
of  the  other  veterans.   You,  Nr.  Chairman  and  distinguished  members  of  the 
committee,  can  have  our  Country  finally  pay  its  respect  and  honor  this  one 
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group  of  disabled  veterans  by  approving  the  appropriations  of  funds  to 
perait  concurrent  receipt. 

Mr.  Chairsan,  distinguished  neinbers  of  the  connittee,  we  of  the 
Onifomed  Services  Disabled  Retirees  (OSDR),  request  that  you  approve 
appropriations  and  finally  put  an  end  to  the  injustice  and  discrimination 
against  the  service-connected  disabled  military  retired  veterans. 

Thank  you. 

Stephen  Nolonsky 
Incl :  President    USDR 

1)   nept  Labor  Letter 


2)   The  CoiMonwealth  of 

Pennyslvania  Resolution 
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U.S.  OcpsrInMnt  of  Labor  Employnwnt  standards  Admininntion 

Office  of  Workers'  Compensation  Prognirs 
Division  o(  Federal  Employees'  Compensabon 
Wasnington.  O.C.  20210 

nie  Number 


Tho  Honorable  Hichael  Bil Irakis 

Sous*  of  R«pr«s«ntativ«s  nL.i  2     iS8£ 

Washington,   0.   C.   20515-0909 

Mar  Congressman  Bilirakis: 

This  will  respond  to  your  letter  of  Hareh  28  and  confirm 
information  concerning  entitlement  to  compensation  under  the 
Federal  Employees'  Compensation  Act  (FECA)  provided  earlier  by 
telephone. 

Compensation  benefits  for  total  or  partial  wage  replacement  are 
prohibited  where  the  individual  is  receiving  retirement  annuity 
under  the  Civil  Service  retirement  system  administered  by  the 
Office  of  Personnel  Management.  Individuals  with  dual 
entitlement  must  elect  the  benefits  they  wish  to  receive. 

Compensation  benefits  paid  under  the  schedule  award  provision  of 
FECAr  5  Onited  States  Code,  Section  8107,  may  be  received 
concurrently  with  retirement  annuity  or  salary.  Because 
entitlement  under  section  8107  is  based  on  the  less  of  oc  loss  of 
use  of  identified  parts  and  organs  of  the  body,  and  is  not 
connected  with  the  individual's  capacity  to  earn  wages,  it  may  be 
received  while  the  employee  is  receiving  wages  oc  retirement  pay. 

Schedule  awards  under  section  8107,  however,  are  not  paid  con- 
currently with  compensation  paid  for  wage  replacement,  wage 
replacement  benefits  are  suspended  during  the  period  of  the 
award,  and  where  injury-related  wage  loss  continues,  are 
reinstated  at  the  expiration  of  the  schedule  award  period. 

Xf  you  wish  further  information,  please  write  to  me  at  the 
address  shown  above. 

Sincerely, 


nOHAS  H.    HABISr 

Associate  Director  for 
1/       Federal  Employees*  Coapeasation 


J^ 
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[Clerk's  note. — The  following  statement  was  submitted  for  the 
record  by  the  Lahey  Clinic:] 

TESTIMONY  OF  DR.  JOHN  COLLER,  M.D. 

LAHEY  CLINIC 

BURLINGTON,  MASSACHUSETTS 

FOR  SUBMISSION  TO  THE  RECORD 

OF  THE  DEFENSE  APPROPRUTIONS  SUBCOMMITTEE 

COMMITTEE  ON  APPROPRIATIONS 

U.S.  HOUSE  OF  REPRESENTATIVES 

WASHINGTON,  D.C. 

May  13,  1993 


Mr.  Chairman  and  distinguished  members  of  the  Subcommittee,  thank  you  for  the 
opportunity  to  submit  written  testimony  for  the  Record  to  the  House  Defense 
Appropriations  Subcommittee  on  behalf  of  the  Lahey  Clinic  in  Burlington, 
Massachusetts. 

The  decade  of  the  90's  is  witness  to  the  change  in  our  national  priorities.  Two  of 
the  driving  forces  of  change  being  sought  are  "defense  conversion"  brought  about  by  the 
end  of  the  Cold  War,  and  "health  care  reform"  to  counteract  spiraling  medical  costs. 
Lahey  Clinic,  a  pioneering  health  care  provider  and  research  institution,  proposes  to 
pursue  a  plan  of  action  speciHcally  directed  in  supjxjrt  of  both  of  these  national 
priorities.  In  concept,  the  Lahey  Clinic  seeks  to  reduce  (and  ultimately  eliminate)  most 
post-surgery  hospital  stay  through  the  implementation  of  an  advanced,  minimally  invasive 
surgical  system  developed  through  the  conversion  of  defense  technology. 

There  is  little  doubt  that  substantial  directly  applicable  defense  technology  is 
available  for  conversion  to  health  technologies.  Heads-up  displays,  virtual  reality 
software,  fly-by-wire  controls,  laser  and  microwave  systems,  fiber-optic  communicators. 
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robotic  manipulators,  and  miniaturized  sensors,  cameras  and  optics  are  just  some 
examples  of  relevant  and  convertible  defense  technology.   The  nation  has  already  made 
substantial  investments  in  these  technologies;  it  makes  sense  therefore,  to  consider  them 
as  a  peace  dividend  and  convert  them  to  civilian  use. 

Surgical  care  has  become,  by  far,  one  of  the  most  expensive  forms  of  medical 
care.  A  one-year  study  of  health  care  spending  conducted  by  the  Health  Care  Finance 
Adniinistration  (HCFA)  concluded  that  the  most  expensive  tyi>e  of  medical  care  is 
hospital  care,  with  the  majority  of  the  expenses  charged  for  surgery  and  postoperative 
recovery.  Between  1960  and  1990,  funding  for  hospital  expenses  rose  from  42.5%  to 
54.7%  of  the  total  health  care  bill.  However,  in  cases  where  new,  minimally  invasive 
procedures  have  been  introduced,  hospital  expenses,  as  well  as  hospital  stays,  have 
decreased  dramatically.  Therefore,  any  effort  aimed  at  decreasing  the  overall  cost  of 
health  care  must  focus,  in  part,  on  reducing  total  surgical  expenditures.  One  approach  to 
cost  reduction  is  to  simply  ration  surgical  services.  However,  a  better  approach,  more  in 
keeping  with  patient  well-being,  is  to  apply  advanced  technology  to  lower  the  cost  of 
surgical  services. 

At  Lahey  Clinic,  the  average  cost  of  minimally  invasive  laparoscopic  surgery  is 
$5,011  versus  $11,620  for  patients  who  require  traditional  open  surgery.  This  cost 
reduction  occurs  because  the  hospital  stay  is  reduced,  from  8.6  days  to  1.9  days,  on 
average.  It  is  because  of  this  surgical  trend  that  the  Lahey  Clinic  is  proposing  to 
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establish  the  Ambulatory  Surgical  Research  Center  as  a  demonstration  of  cost  reduction 
for  health  care  through  the  implementation  of  defense  conversion  technologies  in  out- 
patient surgical  procedures.  While  the  Center  will  focus  on  conversion  to  minimally 
invasive  and  non-invasive  surgery,  the  resources  of  the  Center  will  also  allow  for  major 
attention  to  all  surgical  procedures  amenable  to  this  approach. 

Specifically,  Lahey  Qinic  seeks  to  participate  in  the  Defense  Conversion  effort  by 
establishing  a  Surgical  Ambulatory  Research  Center  that  converts  DoD  technology  into 
civilian  clinical  use.  The  main  work  of  this  Center  will  be  to  devel<^  the  instruments 
and  procedures  for  an  advanced,  im'm'mally  invasive  ambulatory  surgical  system.  At 
Lahey  Qinic,  we  envision  the  surgeon  of  the  future  seated  at  a  workstation  and  using 
"power  gloves,"  or  other  controllers.  These  will  command  miniature  robotic  manipulators 
within  the  human  body  to  cany  out  various  surgical  tasks  such  as  cutting,  stapling, 
cauterizatimi  and  tissue  removal. 

Detaik  of  such  surgery  would  be  observed  on  a  heads-up  display  provided  to  the 
surgical  team  via  imaging  goggles  or  a  similar  device.  The  manipulators  are  then 
inserted  into  the  patient's  body  through  natural  opem'ngs  or  tiny  incisions.  A  variety  of 
sophisticated  sensors  and  powerful  data  analysis  techniques  provides  the  system  with  a 
high  degree  of  artificial  intelligence.  The  surgeon  operates  "by  wire"  in  the  domain  of 
virtual  reality  observing  internal  details  via  a  3-D  visual  image  with  computer-generated 
overlsqr,  while  the  patient  is  in  the  next  room  or  next  town,  or  even  halfway  across  the 
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world.   With  this  feature,  the  system  will  have  a  dual-use  in  that  it  can  stabilize  wounded 
soldiers  through  remote  surgery  on  the  battlefield  of  the  future.  The  provision  of  virtual 
reality  will  also  impart  a  highly  valuable  training  capability;  future  surgeons  will  be  able 
to  perform  simulated  operations  with  sensory  inputs  and  control  outputs  that  are 
indistinguishable  from  real  cases. 

The  concept  of  such  an  advanced  surgical  system  is  not  new.   What  is  new, 
however,  is  the  approach  which  Lahey  Clinic  will  implement  through  the  establishment 
of  the  Ambulatory  Surgical  Research  Center. 

The  proposed  Ambulatory  Surgical  Research  Center  will  be  established  by  Lahey 
Clinic  in  the  Greater  Boston  area.  Lahey  Clinic  will  organize  and  direct  the  Center  with 
the  help  of  an  Advisory  Conunittee  that  includes  representation  from  leading  surgical 
providers  from  New  England  and  across  the  nation.  Relevant  defense  technology  will  be 
obtained  via  cooperative  agreements  with  various  defense  contractors  such  as  Kaiser 
Aerospace  Electronics  (itnaging  goggles),  Bolt,  Beranek  &  Newman  (interactive 
software),  Rockwell  International  (manipulators),  Phillips  Labs  (lasers).  Link  (trainers) 
and  Honeywell  (electro-optics).  In  a  related  area,  Lahey  Clinic  has  already  started  a 
cooperative  program  with  a  subsidiary  of  Kaiser  Aerospace  Electronics  in  studies  to 
develop  an  endoscopic  display  system  based  on  the  Helmet  Mounted  Display  technology 
originally  developed  for  military  aerospace  applications.  This  type  of  cooperative  effort 
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will  serve  as  the  model  by  which  other  defense  technologies  in  the  Center  will  be 
accessed. 

Since  its  founding  in  1923,  Lahey  Qinic  has  been  dedicated  to  the  provision  of 
high  quality  medical  care.  Lahey  Qinic's  reputation  has  long  rested  on  the  skills  of  its 
surgeons.  Lahey  Clinic  surgeons  are  on  the  forefront  of  medical  expertise  in  surgery  of 
the  brain  and  peripheral  nerves,  heart,  esophagus,  bile  duct,  pancreas,  kidneys,  bowel, 
colon,  and  joints.  The  Qinic  is  a  national  center  for  a  wide  range  of  sophisticated 
surgical  techniques  that  utilize  state-of-the-art  technologies.  In  order  to  obtain  the 
newest  technologies,  Lahey  Clinic  has  made  a  conmiitment  to  work  with  defense-related 
industry  to  develop  and  evaluate  advanced  technologies. 

In  one  example,  Lahey  Clinic  has  instituted  a  collaborative  program  with  Mitre 
Corporation  to  improve  capabilities  in  computer-enhanced  mammography.  Also,  as 
stated  earlier,  Lahey  Ginic  is  working  with  Kaiser  Aerospace  Electronics  to  apply 
imaging  goggles  to  endoscopic  surgery.  For  Kaiser,  this  represents  an  important  path  to 
diversification,  since  the  civilian  version  of  the  display  will  be  made  by  them  for  sale  in 
the  medical  equipment  market  worldwide.  In  these  cases,  it  is  defense  contractors  and 
govenmient-sponsored  technology  that  is  being  transitioned  into  the  civilian  marketplace. 

Lahey  Clinic  is  also  at  the  forefront  in  current  state-of-the-art  ambulatory  surgery. 
Of  the  patients  that  require  surgery  at  Lahey  Clinic,  about  a  third  of  them  receive  care 
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through  ambulatory  procedures  whereby  the  patient  enters  and  leaves  the  hospital  on  the 
same  day.  In  addition,  the  Clinic  has  an  enviable  record,  with  one  of  the  shortest 
average  lengths  of  stay  (6.4  days  per  case)  among  Massachusetts  hospitals.  The  Qinic 
thus  has  a  wealth  of  experience  in  this  area,  which  will  serve  as  an  important  resource 
for  the  proposed  Ambulatory  Surgical  Research  Center. 


This  approach  of  minimizing  postoperative  hospital  stay  is  referred  to  as 
ambulatory  (or  minimally-invasive)  surgery.  In  cases  where  such  surgery  has  been 
introduced,  dramatic  reductions  in  hospital  stays  have  occurred.   For  instance,  since  the 
introduction  of  colonoscopy  in  the  early  1970's,  patients  with  colonic  neoplastic  [}olyp 
disease  now  undergo  a  one-hour  ambulatory  procedure  that  replaces  what  was  an 
average  eight  day  hospitalization.  The  cost  saving  is  profound  and  the  patient  benefit  is 
dramatic.  One  example  of  cost-saving  technology  already  providing  an  impact  is  the 
TULIP  procedure  (transurethral  laser  induced  prostatectomy).   Developed  at  Lahey 
Clinic,  this  procedure  has  reduced  the  hospitalization  stay  of  some  prostate  surgery  to 
one  day  from  the  traditional  five  days.  Soon,  we  at  Lahey  Clinic  anticipate  that  this  will 
become  an  ambulatory  procedure  which  will  further  reduce  in-patient  hospital  costs. 
Within  the  past  four  years,  the  development  of  video-laparoscopy  with  the  addition  of  a 
few  specialized  instruments  has  converted  a  cholecystectomy  procedure  that  usually 
required  a  five  day  hospitalization  to  a  one  day  or  ambulatory  operation.   It  is  estimated 
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that  this  year  alone,  more  that  80  percent  of  all  cholecystectomies  will  be  performed 
laparoscopically. 

With  current  laparoscopic  procedures,  access  is  obtained  through  small  (less  than 
one  inch)  incisions  through  which  are  passed  a  variety  of  long-handled  tools  and 
endoscopes  to  evaluate  and  treat  the  tissues  of  interest.  This  new  technology  often 
converts  in-patient  procedures  to  out-patient  procedures  with  significant  reductions  in 
trauma,  recovery  period  and  cost.  This  new  technology  is  a  major  step  forward;  however, 
it  still  has  two  drawbacks.  First,  it  requires  a  team  of  physicians  and  nurses  to  be 
assembled  in  a  physically  confined  space  with  the  necessity  to  access  the  patient,  and 
second  several  aspects  of  the  technology  are  in  need  of  major  improvement. 

The  advanced  surgical  system  to  be  developed  through  the  proposed  Ambulatory 
Surgical  Research  Center  will  overcome  both  drawbacks.  First,  by  virtual  reality  and 
telepresence,  surgeons  will  be  able  to  operate  from  workstations  physically  removed  from 
the  patient.  Surgical  consultants  with  a  unique  expertise  can  be  instantly  1>rought  into" 
the  operating  theater  to  assist  in  a  complex  procedure  even  though  he  or  she  is  physically 
in  another  location.  Second,  an  entire  class  of  manipulators,  tools  and  sensors  will  be 
added  to  upgrade  or  replace  current  instrumentaiion.  The  system  will  be  modular  in 
that  diflerent  "phig-in"  elements  will  be  used  as  required  for  the  procedure  at  hand.  In 
this  way,  the  basic  ^tem  along  with  the  various  modules  will  be  able  to  carry  out  a  wide 
range  of  surgical  procedures  at  various  locations  in  the  human  body. 
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In  addition,  the  proposed  Ambulatory  Surgical  Research  Center  will  develop  an 
advanced  system  and  associated  clinical  procedures  to  provide  minimally-invasive  surgery 
at  lower  cost  and  with  less  trauma.  The  Center  will  serve  as  a  focus  for  collaboration 
with  defense  contractors  to  adapt  and  incorporate  their  technology  into  the  surgical 
system.  SpedGcally,  the  plan  is  to  develop  approaches  that  convert  conventional 
operations  that  result  in  several  days  of  hospitalization  to  minimally-invasive  procedures 
that  can  be  done  on  an  ambulatory  basis. 

Additionally,  surgeon  training  mW  be  implemented  using  the  virtual  reality  feature 
of  the  ^stem.  If  a  health  care  facility  is  to  offer  state-of-the-art  treatment  to  the  patient, 
then  it  will  be  required  to  be  proficient  in  the  deliveiy  of  new  capabilities.  When  new 
procedures  in  surgery  are  developed,  they  can  be  disseminated  and  practiced.  By  using  a 
virtual  reality  trainer,  surgical  residents,  as  well  as  established  surgeons,  could  learn  a 
new  procedure  reliably  and  efficiently  before  he/she  has  to  perform  the  operation  on  a 
patieoL  In  essence,  the  same  process  that  prepared  a  pilot  to  fly  new  aircraft  under  a 
variety  of  conditions  (by  virtue  of  flight  simulators)  can  be  applied  to  surgical  technique 
training. 

The  surgical  procedures  to  be  targeted  for  improvement  will  be  those  which  are 
(a)  performed  frequently  and  (b)  require  an  extended  postoperative  hospital  stsqr. 
Examples  of  the  key  candidates  to  be  examined  further  are: 
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1.  Endoscopic  Sinus  Surgery 

Endoscopic  sinus  surgery  has  gained  wide  acceptance  since  its  introduction  in  the 
late  1980's.  Complex  sinus  anatomy  and  troublesome  bleeding  lead  to  complications, 
which  vary  in  severity  from  lacrimal  duct  stenosis  to  blindness  and  leakage  of 
cerebrospinal  fluid.  To  reduce  complications  and  enhance  safety,  we  propose  to  develop 
instrumentation  combining  the  best  of  video  and  imaging  technology  with  Kaiser 
developed  DoD  technology.   Previously  acquired  X-ray,  CAT  scan,  and  MRI  images  will 
be  3-D  reconstructed  and  overlaid  with  stereoscopic  live  images  of  the  surgical  field  to 
provide  the  surgeon  with  added  information  crucial  to  decision  making  during  surgery. 
In  particular,  the  orbit,  optic  nerve,  and  skull  base  (brain)  need  to  be  viewed 
continuously. 

2.  Middle-Ear  Endoscopy 

Endoscopic  neurotologic  out-patient  diagnostic  procedures  have  been  developed 
for  the  examination  of  the  middle  ear  and  eustachian  tube  in  their  natural  states  and 
have  reduced  the  number  of  exploratory  surgeries  performed.  These  procedures  will  be 
augmented  vtrith  therapeutic  modalities  such  as  COj  laser  power  delivered  via  an  infrared 
fiber  bundle.  This  approach  will  open  a  new  phase  of  out-patient  treatment  for  several 
clinical  disorders  currently  performed  on  an  in-patient  basis. 
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3.  Laparoscopic  Colon  Surgery 

Conventional  colon  resection  is  frequently  required  for  the  treatment  of  colon 
cancer,  diverticulitis,  and  inflammatory  bowel  disease.  Operations  on  the  colon  and 
small  bowel  involve  work  areas  covering  the  entire  abdominal  cavity.   Access,  exposure 
and  visualization  are  complex.   Initial  efforts  at  laparoscopic  assisted  colon  resection 
have  been  encouraging,  enabling  selected  patients  to  be  discharged  in  an  average  three 
to  five  day  stay  rather  than  an  average  eight  to  ten  days  for  open  colon  resection. 
However,  it  is  clear  that  current  instrumentation,  visualization,  and  tactile  limitations 
severely  restrict  the  utility  of  this  approach.   During  laparoscopic  surgery,  loss  of  depth 
perception  interferes  with  accurate  and  expeditious  dissection.   Use  of  a  3-D  display  will 
restore  depth  relationships.   Incorporation  of  virtual  reality  into  the  3-D  display  will 
facilitate  the  identification  of  crucial  structures  such  as  blood  vessels.   By  superimposing 
an  infrared  overlay,  the  vascular  structures  below  the  dissection  surface  will  be  visible  on 
top  of  the  real  image.   Simple  robotic  pincers  with  force  feedback  will  not  only  restore 
tactile  sensation,  but  will  provide  a  completely  new  spectrum  of  sensory  input.   Such 
manipulators,  when  incorporated  with  ultrasound  sensing,  provide  precise  information  as 
to  the  depth  of  dissection  required. 


10 


832 

4.         Image  Stabilizing  Surgery 

Tracking  and  image  stabilizing  technology  presently  used  by  the  Department  of 
Defense  could  be  applied  to  cardio-thoracic  surgery  to  allow  coronary  bypass  surgery  to 
be  performed  on  a  beating  heart  without  the  need  for  cardiopulmonary  bypass.  This 
would  appreciably  decrease  the  morbidity  and  mortality  associated  with  heart  surgery 
and  undoubtedly  translate  to  a  shorter  hospital  stay. 

Stereoscopic  video  technology  could  be  applied  to  facilitate  the  resection  of  lobes 
or  whole  lungs  via  thorascopic  approach.  One  of  the  technical  impediments  to  video 
assisted  thorascopic  removal  of  a  pulmonary  lobe  is  the  dissection  and  control  of  large 
hilar  blood  vessels  which  could  be  more  easily  managed  with  three  dimensional  imaging. 
With  a  minimally  invasive  approach,  hospital  stay  could  be  shortened,  as  postoperative 
respiratory  compromise  would  be  diminished.   Furthermore,  these  patients  could  return 
to  work  and  full  activity  more  quickly,  as  they  would  not  be  hampered  by  the  pain  and 
immobility  associated  with  a  standard  thoracotomy  incision. 

Currently  many  laryngeal  and  nearly  all  vocal  cord  surgeries  are  performed  under 
general  anesthesia  in  the  operating  room  due  to  the  hazards  of  movement  and  the 
delicate  nature  of  the  organ.  By  utilizing  DoD  developed  tracking  and  image 
stabilization  technology,  the  same  surgery  can  be  performed  in  an  ambulatory  setting 
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under  local  anesthesia  with  the  surgeon  using  the  TV  monitor  with  a  stationary  image  of 
the  surgical  field. 

Commercialization  for  Global  Competitiveness 

After  development,  testing  and  clinical  qualification  are  complete,  the  advanced 
surgical  system  will  be  introduced  into  the  medical  instrumentation  marketplace.  The 
system  will  have  a  wide  range  of  customers.  Traditional  teaching  hospitals  will  use  the 
system  both  for  its  state-of-the-art  surgical  capabilities  and  its  ability  to  improve  teaching. 
Community  hospitals  will  use  it  to  improve  the  surgical  procedures  they  perform,  and  as 
an  updating  tool  to  broaden  the  skills  of  their  surgical  staff.     In  addition  to  normal 
hospital  use,  future  possibilities  include  incorporation  of  the  system  into  mobile  units  for 
hospitals  sendng  rural  populations.   In  such  a  scenario,  the  surgical  specialist  will  operate 
by  telepresence  from  the  hospital  while  the  patient  will  be  treated  by  wireless  data  link 
in  the  mobile  unit. 

In  addition  to  the  domestic  market,  sales  will  also  occur  internationally,  first  in 
the  developed  world  and  subsequently  elsewhere.   Sales  to  international  markets 
represent  a  major  avenue  for  balance  of  payments  improvement  since  improved  health 
care  for  the  third  world  has  been  identified  as  a  major  growth  industry  (and  is  also 
important  to  global  security).   In  addition  to  equipment  sales,  there  will  also  occur,  with 
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time,  the  sale  of  services  of  United  States  surgical  specialists  to  carry  out  or  assist 
remotely  in  procedures  overseas  from  U.  S.  based  workstations. 

The  military  will  also  benefit  from  this  system  both  in  training  as  well  as  practice. 
Military  use  will  allow  a  wounded  soldier  to  be  stabilized  surgically  with  access  to  the 
best  specialists  via  telepresence.  The  military  is  also  likely  to  show  special  interest  in  the 
teaching  feature,  which  will  allow  surgical  treatment  of  realistic,  simulated  battlefield 
injuries  in  peacetime. 

Lahey  Clinic  expects  that  the  system  will  be  marketed  by  a  firm  that  understands 
medical  marketing  and  sales  and  has  broad  representation  in  a  wide  range  of  territory 
and  surgical  specialties.   Examples  of  such  firms  could  include  Johnson  &  Johnson  and 
General  Electric.   A  suitable  coiranercialization  partner  will  be  chosen  when  a  prototype 
system  is  undergoing  initial  trials. 

Mr.  Chairman,  I  ask  for  your  serious  consideration  and  support  for  this  irmovative 
and  timely  initiative  within  the  FY94  Department  of  Defense  Appropriations  bill.   Lahey 
Clinic  is  prepared  to  utilize  its  resources  in  moving  this  effort  forward,  and  we  are 
excited  about  this  unique  opportunity  in  meeting  two  vital  national  priorities. 

Thank  you  Mr.  Chairman  and  members  of  the  Subcommittee  for  the  opportunity 
to  submit  written  testimony  for  the  Record. 
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[Clerk's  note.— The  following  statement  was  submitted  for  the 
record  by  the  Mount  Sinai  Medical  Center  of  Greater  Miami:] 

MR.  FRED  D.  HIRT,  PRESffiENT 

MOUNT  SINAI  MEDICAL  CENTER  OF  GREATER  MIAMI 

HOUSE  APPROPRIATIONS  COMMITTEE 

SUBCOMMITTEE  ON  DEFENSE 

May  6,  1993 


Mr.  Chairman,  and  members  of  the  Subcommittee,  thank  you  very  much  for  the 
opportunity  to  submit  testimony  for  the  record  on  behalf  of  the  Mount  Sinai  Medical  Center 
of  Greater  Miami.   I  believe  that  the  State  of  Florida,  with  its  strong  health  care  industry  and 
significant  military  population,  should  lead  the  nation  in  providing  innovative  solutions  to 
easing  the  impact  of  defense  drawdown  on  communities  throughout  the  nation. 

Mount  Sinai  Medical  Center  of  Greater  Miami  recognizes  this  challenge  and  seeks 
federal  support  to  help  establish  the  Southeast  Health  Professional  Training  Center  of  Mount 
Sinai.    A  central  mission  of  the  Center  will  be  to  ease  the  immediate  impact  of  the  defense 
drawdown  on  workers,  communities  and  companies  in  the  Southeast  United  States,  by 
providing  a  wide-range  of  health  profession  training  services  that  include  educational 
instruction,  clinical  teaching,  and  on  the  job  training.   Beyond  addressing  the  human  impact 
of  the  defense  drawdown  on  workers,  the  Center  seeks  to  address  the  economic  consequence 
of  the  drawdown  on  communities  throughout  the  U.S.  and  in  particular,  the  southeast. 
Specifically,  to  respond  to  the  estimated  one  million  defense-related  jobs  that  will  be  lost  in 
the  next  five  years,  the  Center  will  target  critical  health  care  professions  that  will  require  a 
large  and  expanding  work  force.   To  effectively  match  former  defense  workers  to  new 
occupations  evolving  in  the  health  profession,  the  Center  will  develop  a  series  of  health 
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training  programs  in  collaboration  with  the  Department  of  Defense  as  well  as  state  and  local 
entities. 

Mr.  Chairman,  we  request  the  Subcommittee  support  our  Training  Center  by 
providing  $3  million  for  fiscal  year  1994  construction  funding  for  the  Medical  Center  of 
Greater  Miami.   Mount  Sinai  is  prepared  to  dedicate  substantial  resources  for  the 
construction  of  the  Center.   Although  the  focus  of  the  Center  will  be  to  ease  the  immediate 
impact  of  the  nation's  defense  reinvestment  efforts  on  communities  throughout  the  Southeast, 
we  recognize  that  the  establishment  of  the  Southeast  Health  Profession  Training  Center  is  but 
one  small,  yet  critical  component  of  the  overall  national  vision  to  meet  community  defense 
reinvestment  efforts  for  1993  and  beyond. 

The  present  shift  in  federal  resources  from  military  uses  to  domestic  programs  poses 
enormous  challenges  for  communities  throughout  the  nation,  including  communities  in  the 
State  of  Florida.   According  to  the  Defense  Conversion  Commission,  Florida  ranks  as  one 
of  the  ten  states  with  the  largest  estimated  private  sector  job  loses  as  a  result  of  reduced 
DoD  purchasing.  The  Commission  estimates  that  approximately  38,000  private  sector  jobs 
will  be  lost  in  the  State  of  Florida  from  1991  to  1997  due  to  reduced  DoD  purchasing, 
including  direct  DoD  purchases  as  well  as  indirect  purchases  made  by  prime  contractors. 

At  Mount  Sinai,  we  are  convinced  that  local  communities  hold  the  key  to  effective 
and  innovative  solutions  to  easing  the  economic  impact  of  the  defense  drawdown  on  workers. 
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Moreover,  the  long-term  success  of  any  defense  conversion  program  is  linked  directly  to 
overall  economic  growth.   Actions  that  ease  the  temporary  economic  impact  of  the 
drawdown,  therefore,  should  be  evaluated  in  light  of  its  contribution  to  the  nation's  overall, 
long-term  economic  growth.  If  savings  from  defense  are  reallocated  to  effective  private  or 
public  investment,  eliminating  jobs  in  the  military  sector  could  lead  to  actual  job  creation  in 
the  long-term.  In  this  sense,  the  defense  drawdown  becomes  an  opportunity,  not  a  hardship. 
Retraining  programs  should  therefore  focus  on  skills  that  can  be  matched  to  new  occupations 
evolving  in  the  economy  that  contribute  to  national  priorities. 

It  is  clear  that  the  health  care  industry  will  be  key  to  the  nation's  economic 
development  in  the  next  few  years  -  particularly  in  the  State  of  Florida.   According  to  a 
recently  released  report  by  the  Health  Care  Financing  Administration,  health  care  could  cost 
$1.7  trillion  by  the  year  2000  -  an  average  of  $6,000  for  every  American.   Despite  the 
immensity  of  the  health  care  industry,  there  is  still  a  tremendous  shortage  of  trained  health 
technicians.  South  Florida,  as  one  of  the  nation's  largest  health  delivery  states,  faces  a 
shortage  of  trained  health  technicians.   Initiatives  to  retrain  former  defense  workers  in 
selective  technologies  that  promise  to  alleviate  serious  health  problems  will  complement  the 
existing  medical  system  and  create  job  opportunities  in  the  health  care  industry.   A  strong 
medical  workforce  dedicated  to  lowering  the  risk  of  serious  disease  and  reducing  the 
incidence  of  disease,  contributes  to  overall  reduction  of  health  care  expenditures.   The 
recruitment  of  DOD  civilian  personnel,  military  personnel,  and  defense  workers  in  the 
private  sector  to  a  health  profession  retraining  program,  will  address  the  economic 
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consequences  of  the  defense  drawdown  and  rising  health  care  costs.    Additionally,  training 
former  defense  workers  in  the  health  profession  will  address  the  human  impact  of  the 
drawdown  by  easing  the  difficult  transition  of  workers  from  military  job  skills  to  domestic 
ones. 

Mount  Sinai  is  well  positioned  to  establish  a  center  for  the  retraining  of  former 
defense  workers  in  the  health  professions.   As  a  private  non-profit  hospital.  Mount  Sinai  has 
become  an  international  referral  center  for  the  treatment  and  diagnosis  of  disease.    Annually, 
Mount  Sinai  provides  care  to  more  than  18,000  inpatients,  30,000  patients  in  the  emergency 
room,  and  more  than  40,000  scheduled  outpatients.   In  addition,  more  than  2,000  births 
occur  at  the  Medical  Center  per  year. 

Additionally,  it  provides  a  broad  range  of  services  in  its  many  "Centers  of 
Excellence" ,  including  its  comprehensive  Center  of  Excellence  in  the  area  of  cardiac 
diseases,  neuroscience,  programs  for  the  elderly,  cancer  diagnosis  and  treatment,  and 
pulmonary  disease. 

Drawing  on  the  wealth  of  educational  programs  and  services  which  Mount  Sinai 
already  has  in  place  through  its  many  Centers  of  Excellence,  Mount  Sinai  will  significantly 
expand  its  focus  of  meeting  the  needs  of  the  community  through  the  Southeast  Health 
Professional  Training  Center.   The  Center  will  provide  a  model  approach  to  the  training  and 
education  of  individuals,  including  former  military  personnel,  nurses  and  others,  in  health 
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care  technologies.   Through  a  unique  partnership  between  Mount  Sinai,  various  state  and 
local  government  and  health  officials,  neighboring  educational  institutions,  local  defense- 
based  companies,  and  local  military  representatives,  the  Center  will  actively  work  towards 
easing  the  impact  of  defense  conversion  on  the  worker,  the  community,  and  businesses. 
Ultimately,  the  Center  will  contribute  towards  the  long-term  economic  growth  of  South 
Florida  by  training  workers  in  skills  critical  to  South  Florida's  growing  health  care  industry. 
Specifically,  the  Center  proposes  to  establish  the  following  programs,  subject  to  availability 
of  funds: 

•  Target  a  set  of  critical  health  technologies  that  will  be  the  key  to 
economic  development  in  the  next  few  years.   The  Center  will 
therefore  identify  shortages  or  potential  areas  of  growth  within  the 
health  profession  to  effectively  match  training  programs  with  new 
occupations  evolving  in  the  economy. 

•  Develop  in  collaboration  with  the  Department  of  Defense  programs  aimed  at 
easing  the  immediate  impact  of  the  drawdown  on  workers  by  shifting  military 
personnel  from  the  defense  industry  to  the  health  profession; 

•  Provide  a  new  facility  to  house  and  equip  programs  and  initiatives  geared 
towards  defense  conversion.  The  physical  facilities  would  be  housed  in  a 
newly  constructed  building  that  would  contain  classrooms,  meeting  rooms,  a 
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career  center,  and  an  auditorium.  These  would  be  outfitted  with  modem 
educational  and  medical  technology,  including  state-of-the-art  video  training 
fiacilities  for  instruction  in  related  academic  and  clinical  settings.   The  Center 
would  also  make  use  of  Mount  Sinai's  existing  facilities,  including  its  own 
schools  of  Medical  Technology,  Nuclear  Medicine,  Diagnostic  Ultrasound  and 
Radiologic  Technology. 

•  Assist  in  providing  job  placement  in  the  Southeastern,  United  States,  including 
South  Florida,  in  the  health  care  profession.   Trained  career  counselors  will 
help  guide  graduates  to  job  opportunities  in  various  medical  settings,  as  well  as 
emerging  fields  such  as  marketing  of  medical  care  by  both  the  not  for  profit 
and  for  profit  institutions. 

•  Track  the  job  placement  of  its  trainees  so  that  the  Department  of 
Defense  will  have  the  data  necessary  to  evaluate  the  program. 

Mount  Sinai  Medical  Center  of  Greater  Miami  is  committed  to  this  important 
initiative  and  are  therefore  requesting  your  help  to  establish  a  partnership  with  the  federal 
government  for  this  facility's  development.  This  model  training  center  will  serve  to  advance 
federal  efforts  to  reinvest  valuable  defense  dollars  into  the  growing  health  care  industry. 

Thank  you  for  your  consideration  of  this  request. 
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[Clerk's  note. — The  following  statement  was  submitted  for  the 
record  by  the  National  Medical  Technology  Testbed:] 


Lofna  Linda  University  Medical  Center 
School  of  Medicine,  Roonr^  MC-A595 
Loma  Linda,  California  92350 
Telephone:  (714)779-6339 


NMTB 


National  Medical  Technology  TeetBed 


TESTIMONY 
BY 

DR.  PATRICK  F.  CASTELAZ,  EXECUTIVE  DIRECTOR 
NATIONAL  MEDICAL  TECHNOLOGY  TESTBED 

BEFORE  THE 

SUBCOMMITTEE  ON  DEFENSE 

HOUSE  APPROPIUATIONS  COMMITTEE 

MAY  13,  1993 

Mr.  Chairman  and  Members  of  the  Subcommittee,  on  behalf  of  the  National  Medical 
Technology  Testbed  (NMTB)  program  I  would  like  to  thank  you  for  the  opportunity  to 
present  the  accomplishments  to  date  of  this  newly  established  technology  transfer  mechanism. 
This  program  is  bringing  together  as  many  as  30  defense  industries  and  the  Loma  Linda 
University  Medical  Center  to  form  a  consortium  that  will  accomplish  high-payoff  near-term 
technology  transfer  from  aerospace/defense  into  the  nation's  health-care  delivery  system.    I 
would  also  like  to  take  this  opportunity  to  thank  the  Subcommittee  for  the  support  given  to  us 
last  year  in  the  Defense  Appropriations  Bill.   This  encouragement  provided  the  impetus  to 
the  NMTB  program  that  resulted  in  a  tremendous  response  from  the  California  and 
nationwide  Defense  community  aid  has  led  to  the  formulation  of  the  foundation  for  the 
Testbed. 


The  NMTB  program,  initiated  in  October  1992,  will  at  first  be  comprised  of 
approximately  8  to  12  individual  projects  targeted  toward  near-term  productization  of  critical 
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dual-use  technologies  for  health-care  applications.   The  NMTB  program's  principal  objective 
is  to  develop  a  comprehensive  suite  of  deliverable  technologies  which  will  provide  a 
measurable  improvement  in  specific  areas  of  health-care  delivery.   The  NMTB  will  also 
provide  stimulus  for  economic  revitalization  in  Southern  California  and  the  nation  through 
the  creation  of  jobs  for  displaced  defense  industry  personnel  and  the  development  of 
marketable  products.   The  Loma  Linda  University  Medical  Center  (LLUMC)  provides  a 
health-care  development  environment  and  a  demonstration  and  evaluation  vehicle  for  the 
testbed.    NMTB  projects  will  be  managed  by  an  Advisory  Board,  Board  of  Directors  and 
individual  project  boards  comprised  of  consortium  representatives.   These  consortium 
representatives  will  also  provide  matching  resources  and  research  and  operational  personnel 
to  carry  out  projects  which  will  develop  products  for  the  market  in  a  timeframe  of  1  -  3 
years  from  mature,  advanced  technology  to  product. 

The  opportunity  for  high-payoff  technology  transfer  from  aerospace/defense  into  the 
nation's  health-care  delivery  system  is  an  avenue  by  which  health-care  costs  and  quality  can 
be  improved  and  the  maintenance  of  our  international  leading-edge  in  high  technology  can  be 
protected  in  the  face  of  defense  industry  downsizing.   The  resource  possibilities  available  for 
testbed  activities,  especially  in  Southern  California,  endow  the  NMTB  with  a  unique  potential 
to  address  simultaneously  the  implirtant  issues  of  national  health-care  improvement, 
technology  development  and  commercialization,  and  regional  and  national  economic 
revitalization.  The  NMTB's  mission  is  to  create  market  demand  to  sustain  the  jobs  that  are 
created. 
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One  of  the  objectives  of  defense  conversion  is  to  help  the  nation  make  the  transition 
from  a  Cold  War  defense-based  economy  to  a  more  internationally  competitive  economy. 
The  skills  of  displaced  workers  and  the  expertise  of  defense  industries  form  the  foundation  of 
the  critical  industrial  and  technical  skill  base  on  which  the  military  depends  and  that  the 
Nation  can  ill  afford  to  lose.   The  NMTB  program  is  a  vehicle  which  promotes  economic 
growth  and  preserves  the  industrial  and  technical  skill  base  at  the  State  and  local  level,  while 
serving  as  a  national  demonstration  model  for  other  regions  and  "clusters"  nationwide.   The 
NMTB  program  will  create  a  source  for  education  and  re-training  of  personnel  from  the 
industrial  sectors  as  well  as  attract  entrepreneurs,  skilled  workers,  and  students  from  other 
interested  U.S.  commercial  pools.   The  socioeconomic  goals  of  the  NMTB  are  initially 
aimed  at  significant  revitalization  and  enhancement  of  the  economy  of  the  Inland  Empire  and 
Southern  California,  with  significant  technological  achievements  to  be  of  benefit  to  the  entire 
nation.   The  NMTB  anticipates  national  participation  in  the  consortium. 

In  addition,  the  NMTB  program  provides  a  controlled  focus  of  government  and 
commercial  funding  for  entrepreneurial  and  established  industries  to  employ  both  hi-tech  and 
support  personnel  engaged  in  the  development  of  new  products  and  industries  in  regions 
which  are  becoming  increasingly  dormant  due  to  recessionary  and  DoD  influences.   The 
NMTB  program  will  also  potenti^y  serve  as  a  highly  visible  and  attractive  vehicle  for 
foreign  R&D  funding  and  enhancement  of  trade  channels  in  biomedical  and  related 
industries. 
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A  database  of  nearly  200  potential  aerospace/defense  NMTB  participants  was  utilized 
to  send  out  an  initial  nationwide  request  for  proposals.   To  date,  over  130  preliminary 
proposals  representing  over  $160  million  in  funding  requests  have  been  received  from  nearly 
50  potential  participants  in  1 1  states.     Using  a  proposal  filtering  methodology  requiring 
multiple  reviews  and  feedback,  the  preliminary  proposals  have  been  rated  into  three 
categories.    Slightly  over  one-quarter  of  the  initial  proposals  were  given  an  "A"  rating, 
resulting  in  a  request  to  selected  proposers  for  more  detailed  proposal  abstracts  and  business 
plans.    Subsequently,  over  60  detailed  proposal  abstracts  have  been  received,  representing  a 
significant  investment  on  the  part  of  the  proposers. 

Facilities,  administrative  and  oversight  positions,  and  management  procedures  have 
been  identified  and  are  currently  being  implemented.    In  addition,  planning  has  begun  for  a 
1993  NMTB  Aerospace/Health-Care  Interchange  Symposium,  and  a  National  Student 
Involvement  program. 

Potential  participants  have  been  encouraged  to  team  with  any  health-care,  industrial, 
and/or  university  partners  that  they  deem  necessary  to  succeed.   The  NMTB  has  been  asked 
on  several  occasions  to  serve  as  an  intermediary  among  partners  (e.g.,  the  university 
innovator  requiring  an  interface  \gith  defense/aerospace).    Through  the  proposal  and  project 
review  process,  the  NMTB  will  continue  to  attempt  to  match  innovators  with  potentially 
appropriate  partners. 
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The  goal  of  the  NMTB  program  is  to  develop  up  to  10  products  per  year  to  be 
marketed  by  commercial  firms  nationally  and  internationally,  and  to  yield  a  Return  on 
Investment  (ROI)  that  will  make  the  program  self-sufficient  within  4-5  years.    The  National 
Medical  Technology  TestBed,  through  its  established  connections  with  LLUMC  and  with 
defense  companies  in  California  and  elsewhere,  will  establish  a  national  demonstration  model 
that  will  assist  and  guide  corporations  in  conversion  from  defense-related  production  to  dual- 
use  commercial  production  with  the  additional  benefit  of  economic  revitalization  and 
improved  health-care  delivery  for  Southern  California  and  the  nation  as  a  whole. 

Today  health-care  accounts  for  12%  of  the  GNP,  exceeding  $600  billion  annually. 
Health-care  statistics  reveal  that  over  30  million  Americans  are  uninsured  and  many  can  no 
longer  afford  quality  health  care.    Pressures  to  reduce  these  costs  are  being  exerted  by 
federal  and  state  governments  as  well  as  the  general  public  while,  at  the  same  time,  demands 
for  high  quality  care  continue  to  grow.   The  NMTB,  by  leveraging  proven  technological 
capabilities  for  dual-use  and  by  testing  new  critical  technologies,  takes  a  unique  approach  to 
the  conversion  of  defense  capabilities  by  addressing  health-care  cost  containment  and  quality 
improvement. 

A  sampling  of  some  of  th^^echnology  projects  which  have  been  proposed  to  the 
NMTB  program  to  date,  in  pursuit  of  quantitative  improvements  in  health-care  delivery,  is 
listed  below.   The  potential  list  is  endless,  and  will  be  strongly  driven  by  developers' 
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available  technologies,  expertise  and  strategic  objectives.   These  projects  exemplify  the  range 
of  projects  which  are  anticipated  for  the  NMTB  Program: 


^  NMTB  E: 

■ 

National  Medical  Technology  TestBed 

Sampling  of  Proposals  Received  To-Date 

National  Medical 

Technology  Teat&ed 

Ultraviolet  endoscopic  instrument 

Bipolar  and  monopolar  coagulation  system 

Eye-movement  directed  endoscopic  camera 

Stereoscopic  laparascopic  instrumentation 

Automated  nutritional  planning  system 

Large-area  BImless  X-Ray 

Accelerator-based  proton  therapy 

Gamma  ray  imaging 

Head-up  displays 

Secure  communications 

Infrared  detection  of  tumors 

Opthalmologlcal  diagnostic  aid 

Infrared  microscope 

Automated  claims  processing 

Low-dose,  high-resolution  mammography 

Wireless  patient  monitoring 

Infrared  endoscopy  and  colonoscopy 

Automated  pap  smear  screening 

Rheology-based  diagnostic  kit 

Advanced  workstations 

Therapeutic  tissue  microdialysis 

Standardized  energy  laser  dosimtery 

Enhanced  acoustic  processing 

Endoscopic  surgery  simulator/trainer 

High  biofideUc  bone  plate 

MRI  simulator 

3-D  treatment  planning  workstation 

Proton  radiography  &  computed  tomography 

Portable  oxygen  generator 

3-D  quantitative  dielectric  imaging 

Post  formable  structural  members 

Multispectral  imaging  techniques 

Biomagnetic  separation  of  radioactive  waste 

Laser  biological  imaging 

Flow  cytometry  for  alomated  cell  sorting 

Osteoporosis  computed  tomography 

Ultrasound  measuring  for  dental  Implants 

Diagnostic  device  for  lead  (Pb) 

Thermographic  coronary  angiography 

Hyperthermia  tumor  treatment 

Microwave  batch  tissue  fixation 

Biomagnetic  source  imager 

Non-invasive  measuing  of  cardiac  output 

Multispectral  endoscopy 
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NMTB  program  participants  will  represent  a  regional  and  national  cross-section  of 
leading  industry  and  academia.   Contacts  with  the  {participants  have  been  established,  and  the 
NMTB  program  has  been  met  with  overwhelming  enthusiastic  response  due  to  widespread 
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interest  in  diversification.    In  addition  to  the  Lx)ma  Linda  University  Medical  Center,  the 
program  will  rely  on  strategic  alliances  established  among  defense/aerospace,  health-care, 
commercial  industry,  and  academic  sectors.    A  partial  list  of  primary  participant  proposals 
that  have  received  favorable  review  includes: 


Aerojet  Electronics  Systems  (California) 

Allied  Signal,  Inc.  (Maryland) 

The  BFGoodrich  Company  (Ohio) 

The  Boeing  Company  (Washington) 

Digital  Equipment  Corporation  (Delaware) 

Eastman  Kodak  Company  (New  York) 

University  of  Western  Florida  (Pensacola) 

General  Dynamics  Corporation  (California) 

Grumman  Aerospace  (New  York) 

Harris  Corporation  (Florida) 

Hughes  Aircraft  (California) 

ITT  Corporation  (Virginia) 

Lawrence  Berkeley  National  Laboratory  (California) 

Lockheed  Corporation  (California) 

Loma  Linda  University  (California) 

Loral  Aerospace  (Texas) 

Martin  Marietta  (Maryland) 

McDonnell  Douglas  Corporation  (California) 

Motorola,  Inc.  (Arizona) 

Northrop  Corporation  (California) 

Raytheon  Company  (Massachusetts) 

Rockwell  International  Corporation  (California) 

Science  Applications  International  Corporation  (SAIC)  (California) 

Scientific-Atlanta,  Inc.  (Georgia) 

Texas  Instruments  (Texas) 

United  Technologies  Hamilton  Standard  (California) 

University  of  Southern  California  School  of  Medicine  (California) 

Sparta,  Inc.  (California) 

TRW  Inc.  (California) 

Varian  Associates  (California)      |^ 

Westinghouse  Electric  Corporation  (Pennsylvania) 


The  NMTB  program  is  unique  in  that  it  takes  a  "grass-roots"  approach  -  leveraging 
from  the  technology  bases  existing  within  the  defense  industry,  coupled  with  the  profit 
motive  of  the  defense  contractors  to  diversify  and  remain  profitable  and  growing.   The 
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NMTB  will  provide  a  low-risk  shared-cost  opportunity  for  the  defense  industry  to  investigate 
conversion  of  their  defense  technologies  into  health-care  application  products  and  systems. 
The  NMTB  will  provide  laboratory  space,  health-care  requirements  and  systems  expertise, 
and  an  entre  into  the  health-care  system  for  exploration  of  the  productization  potential  of 
defense  technologies  in  small,  proof-of-concept  demonstration  projects  based  on  the  defense 
contractor's  strategic  and  intellectual  property/productization/marketing  business  plans. 

Because  the  defense  conversion  process  is  frontier  territory,  the  NMTB  will  attempt 
to  set  an  example  for  technology  clusters/consortia  around  the  country.   This  is  not  a  simple 
grant  to  LLUMC  for  a  single  project,  but  rather  funding  that  will  enable  LLUMC  to  continue 
the  development  of  the  NMTB  as  a  channel  through  which  10  or  more  individual, 
complementary  projects  will  be  undertaken  each  year.    By  focusing  on  technologies  that  can 
be  effectively  adapted  to  dual-use  in  health-care,  the  NMTB  will  address  both  the 
economic/defense  industry  crisis  in  Southern  California  and  the  nation,  as  well  as  the  health- 
care crisis  nation-wide.   The  overwhelming  response  to  NMTB's  request  for  proposals  has 
put  the  National  Medical  Technology  Testbed  program  at  the  forefront  of  all  defense 
conversion  proposals  of  its  kind  making  it  a  national  prototype  for  technology  transfer  and 
development. 

The  130  proposals  received  to  date  by  the  NMTB  Program  represent  a  total  funding 
level  of  over  $160  million,  including  $66  million  in  requested  for  NMTB  funding  and  $94 
million  in  developer  "matching"  funds.   Of  these  130  proposed  projects,  25%  have  been 
evaluated  as  "A"  grade  projects,  representing  high  payoff,  low-risk,  near-term  development 
of  medical  products  designed  to  lower  the  cost  of  health  care  delivery.   This  25% 
corresponds  to  an  NMTB  fundingfievel  of  $16.5  million.   Including  NMTB  operations, 
(forecast  to  be  approximately  $1  million  annually),  the  total  funding  required  to  ensure 
successful  continuation  of  the  NMTB  Program  for  FY'94  is  $17.5  million. 
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[Clerk's  note.— The  following  statement  was  submitted  for  the 
record  by  the  Naval  Enlisted  Reserve  Association:] 


STATEMENT  OF 

THE  NAVAL  ENLISTED  RESERVE  ASSOCIATION 

BEFORE  THE  DEFENSE  SUBCOMMITTEE 

OF  THE 

HOUSE  COMMITTEE  ON  APPROPRIATIONS 


MAY  6.  1993 

Mr.  Chairman,  Committee  Members.   The  Naval  Enlisted  Reserve 
Association,  the  only  association  which  exclusively  represents  enlisted  reservists  in 
the  Coast  Guard,  Marine  Corps  and  Navy,  thanks  you  for  the  opportunity  you  have 
provided  us  to  present  this  statement  to  your  Subcommittee.   We  also  want  to 
thank  the  Committee  for  its  dedication  and  determination  to  provide  a  strong  Guard 
and  Reserve  for  our  Country. 

We  would  like  to  take  this  opportunity  to  support  the  testimony  presented  by 
the  Naval  Reserve  Association,  the  Reserve  Officers  Association,  and  the  Marine 
Corps  Reserve  Officers  Association. 

Our  statement  will  present  the  views  of  our  membership  on  four  items  which 
we  feel  are  key  to  preserving  a  strong  Sea  Services  Reserve  Force  and  a  national 
defense  structure  capable  of  meeting  any  future  threat..  These  four  items  are  the 
President's  announced  military  pay  freeze,  the  proposed  reduction  in  military  retiree 
cost  of  living  adjustments,  the  unwise,  rapid  reduction  in  Naval  Reserve  end 
strength,  and  the  Defense  Department's  Base  Closure  List. 
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We  urge  the  Committee  to  find  a  way  to  fully  fund  the  2.7  percent  military 
pay  raise  authorized  by  Congress  last  year  and  to  restore  comparability  between 
military  and  private  sector  pay.   A  pay  freeze  next  year,  coupled  with  pay  caps 
through  FY  1 997,  will  cause  active  and  reserve  pay  to  fall  to  a  level  20  percent 
below  comparable  private  sector  pay.   We  are  rapidly  reducing  our  military  force  to 
levels  not  seen  since  before  World  War  II.   The  high  tech  military  of  the  future  will 
require  servicemembers  who  are  able  to  meet  stringent  requirements  and  excel  in  a 
wide  variety  of  assignments.   Without  doubt,  the  threatened  pay  freeze  and  caps 
will  cause  a  retention  and  recruiting  crisis  which  will  ultimately  destroy  the  all- 
volunteer  force  which  performed  so  magnificently  in  the  Persian  Gulf.   We  ask  that 
you  act  now  and  appropriate  funds  for  an  across-the-board  military  pay  raise  in  Fy 
1994. 

The  provisions  of  this  year's  Budget  Resolution  single  out  military  retirees 
and  survivors  as  the  group  which  will  bear  the  lion's  share  of  sacrifice  to  help 
balance  the  budget  and  reduce  the  deficit.   If  Congress  allows  the  proposals  to  take 
effect,  military  retirees  (both  current  and  future)  will  suffer  extraordinary  losses  in 
income.   Not  only  will  military  retirees  "pay"  almost  the  entire  $2.7  billion  in  1994 
savings,  they  will  suffer  continued  pay  caps  in  the  future.    Both  provisions  unfairly 
discriminate  against  military  retirees  and  their  survivors. 
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When  Congress,  in  the  Budget  Resolution,  exempted  certain  Federal 
employees  who  are  forced  to  retire  before  age  62  from  the  under-62  COLA 
reductions,  they  forgot  that  military  members  are  also  forced  to  retire  early  in  life. 
What  is  the  difference  between  civilian  Federal  employees  who  fight  fires,  enforce 
laws,  and  direct  air  traffic  and  the  members  of  our  Armed  Services?    Why  should 
one  group  be  singled  out  as  more  meritorious  and  deserving  than  the  other. 

The  Naval  Enlisted  Reserve  Association  asks  the  Committee,  as  a  protector 
of  military  personnel  entitlements,  to  ensure  that  our  servicemembers  receive  fair 
and  equitable  consideration  by  the  very  Congress  that  raises  our  armies  and  navies. 
Military  retirees  and  survivors  must  be  given  a  full  COLA  at  the  same  percentage  as 
that  provided  to  social  security  annuitants  and  veterans  whose  pensions  and 
compensation  are  paid  by  the  Department  of  Veterans  Affairs. 

Once  again,  the  Sea  Service  Reserves  are  being  substantially  cut 
proportionately  more  that  any  of  the  active  or  other  reserve  components,  and  there 
appears  to  be  no  serious  effort  by  the  Administration  or  the  Sea  Services  to  assign 
a  greater  portion  of  the  Total  Force  to  the  Reserve.   It  seems  the  Navy,  Marine 
Corps,  and  Coast  Guard  are  most  hesitant  to  accept  their  reserve  components  as 
full  partners  in  the  Total  Force.   Additionally,  the  flawed  and  apparently  biased 
Center  for  Naval  Analyses  conducted  portion  of  the  RAND  Force  Mix  Alternatives 
Study  gives  short  shift  to  the  Sea  Services  Reserve  and  advocates  a  predominately 
active  Naval  Force.   The  Naval  Enlisted  Reserve  Association  strongly  recommends 
and  requests  that  current  force  levels  for  the  Sea  Service  Reserves  be  retained  for 
Fiscal  Year  1994  pending  further  review. 
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We  are  convinced  that  it  is  more  economical  and  militarily  prudent  to 
maintain  capabilities  and  readiness  at  a  reduced  operational  tempo  than  to  try  to 
recreate  what  has  been  lost  or  given  away.   In  addition  to  low  manpower  costs, 
the  Reserve  also  provides  low  or  no  cost  training  since  many  reservists  have 
civilian  occupations  which  keep  them  well-trained  and  up-to-date  in  their  areas  of 
expertise.   The  time  and  money  expended  to  bring  the  Reserves  to  their  vastly 
improved  state  of  readiness  will  be  wasted  if  the  Sea  Services  continue  to  cut  their 
Reserve  forces. 

History  has  shown  a  large,  well  trained  Reserve  to  be  an  effective  method  of 
maintaining  military  strength.   The  Naval  Enlisted  Reserve  Association  believes  our 
current  need  to  shrink  the  Armed  Forces  to  be  the  perfect  opportunity  to  think 
creatively  and  design  a  Sea  Service  force  which  truly  utilizes  the  strengths  of  both 
the  active  forces  and  the  Reserve  forces. 

Rather  than  devoting  energy  to  designing  a  chess  game  that  can  be  played 
with  half  as  many  men,  we  should  be  redesigning  the  game,  the  size  of  the  board, 
the  way  each  player  can  be  used,  and  the  way  each  should  act.   We  recognize  that 
this  will  not  be  an  easy  task,  but  certainly,  there  are  er\ough  experienced  planners 
on  active  duty,  in  the  Reserves,  and  retired  who  can  work  together  to  accomplish 
this  goal.   Other  services  have  taken  giant  steps  in  creating  a  true  Total  Force,  the 
Sea  Services  must  not  lag  behind. 


-4 


855 


The  recommendations  of  Secretary  Aspin  to  the  Base  Closure  Commission 
contained  massive  base  closures  affecting  the  Sea  Service  Reserves.   We  believe  it 
is  important  to  bring  to  your  attention  that  the  critical  factor  of  demographics  (the 
life  blood  of  a  viable  reserve  force)  was  not  included  as  one  of  the  eight  factors  the 
Department  of  Defense  used  for  selecting  Reserve  units  and  installations  for 
realignment  or  closure.   Our  concern  centers  on  DoD's  proposals  to  close  all  the 
Naval  Air  Training  bases  in  the  Midwest  and  Northeast  regions:   Naval  Air  Station 
Glenview,  IL;  Naval  Air  Facility  Detroit,  Ml;  Naval  Air  Station  Memphis,  TN  (flight 
operations);  and  Naval  Air  Station  Weymouth,  MA,  and  after  closure  transfer  the 
air  squadrons  to  distant  other  bases  such  as  Naval  Air  Station  Jacksonville,  FL; 
Naval  Air  Station  New  Orleans,  LA;  and  Carswell  AFB,  TX.   Unfortunately,  by  not 
considering  demographics,  it  appears  DoD  assumed  reserve  personnel  can  and  will 
commute  long  distances  to  participate  in  unit  missions.    However,  reservists  are 
tied  by  their  civilian  careers  and  domicile  to  particular  geographic  areas.   Their 
mobility  and  ability  to  uproot  their  homes  and  relocate  from  their  primary 
employment  is  significantly  different  that  active  duty  personnel  who  must  relocate 
when  their  units  are  transferred  or  their  installation  is  closed.   An  additional  factor 
which  especially  involves  Naval  Reserve  components  is  that  they  are  frequently 
tenants  on  large  coastal  Navy  bases  for  access  and  use  of  modern  expensive 
training  facilities,  ships  and  aircraft.    Relocation  of  Naval  Reserve  units  from  coastal 
bases,  particularly  from  those  near  large  population  centers,  will  have  an  adverse 
impact  upon  Naval  Reserve  unit  readiness  and  the  recruiting  and  retention  of 
reserve  personnel. 

Mr.  Chairman,  this  completes  our  statement.   Again,  thank  you  for  the 
opportunity  to  present  it. 
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[Clerk's  note. — The  following  statement  was  submitted  for  the 
record  by  the  Institute  of  Electrical  and  Electronics  Engineers,  Inc.:] 


IEEE  United  States  Activities 


Promoting  Career  and  Technology  Policy  Interests  of  Electrical,  Electronics  &  Computer  Engineers 


STATEMENT 

By 


THE  DEFENSE  R&D  POLICY  COMMITTEE 

INSTITUTE  OF  ELECTRICAL  AND  ELECTRONICS 

ENGINEERS  -  UNITED  STATES  ACTIVITIES 

On  the 

DEPARTMENT  OF  DEFENSE'S  FY  1994  BUDGET 
REQUEST  FOR  RESEARCH  AND  DEVELOPMENT 

To  the 

SUBCOMMITTEE  ON  DEFENSE 
COMMITTEE  ON  APPROPRIATIONS 
U^.  HOUSE  OF  REPRESENTATIVES 

May  13,  1993 


The  Defense  R&D  Policy  Committee  of  the  Institute  of  Electrical  and  Electronics 
Engineers  -  United  States  Activities  (IEEE-USA)  is  pleased  to  submit  this  statement  for 
the  record  of  the  Subcommittee's  hearings  on  the  FY  1994  budget  request  for  defense 
research  and  development  and  defense  conversion  activities.   This  statement  represents  the 
considered  judgment  of  a  group  of  IEEE  U.S.  member  with  expertise  in  the  field.   IEEE- 
USA  promotes  the  career  and  technology  policy  interests  of  the  250,000  electrical, 
electronics,  and  computer  engineers  who  are  U.S.  members  of  the  IEEE. 

One  of  the  greatest  challenges  confronting  this  nation  today  is  the  pressing  need  to  adapt 
our  national  industrial  base  and  military  force  structure  to  meet  evolving  military 
requirements  in  a  changing  threat  environment  in  ways  that  promote  both  our  national  and 
economic  security. 


IEEE-USA,  1828  L  Street,  N.W..  Suite  1202.  Washington.  DC  20036-5104 
The  Institute  of  Electrical  and  Electronics  Engineers,  Inc. 


857 


IEEE-USA  believes  that  meeting  this  post  Cold- War  challenge  will  require  successful 
implementation  of  a  comprehensive,  economically  sustainable,  national  strategy  for 
defense  conversion. 

As  key  elements  of  such  a  strategy,  we  recommend  that  the  Executive  Branch  and 
Congress  collaborate  on  concrete  steps  designed  to  achieve  the  following  broad  goals: 

1)  integrating  the  defense  and  civilian  industrial  bases  to  serve  new  post-cold  war 
economic  and  national  security  requirements; 

2)  providing  incentives  and  removing  barriers  for  defense  industry  diversification  and 
conversion; 

3)  cushioning  the  impact  of  defense  budget  cuts  on  affected  individuals  and 
communities;  and, 

4)  expanding  funding  for  and  DoD  collaboration  with  civilian  agencies  on  civilian 
technology  development  and  conunercialization. 

The  balance  of  the  statement  outlines  several  specific  points  on  DoD  programs  and 
budgetary  priorities  that  support  these  general  goals.    Specifically,  as  matters  of  high 
national  priority,  we  must: 

*  Increase  DoD's  investment  in  the  defense  technology  base. 

IEEE-USA's  support  for  technology  base  funding  reflects  two  fundamental  facts:    First,  as 
the  defense  budget  decreases,  the  resulting  smaller  force  structure  coupled  with  the 
demand  for  greater  mission  flexibility  will  increase  our  reliance  on  the  technology  base, 
particularly  for  basic  and  applied  research  directed  at  major  potential  technology 
breakthroughs.   Second,  the  defense  technology  base  is  also  increasingly  indistinguishable 
from  the  national  technology  base.   As  a  major  consumer  of  technology  and  of  science 
and  engineering  manpower,  DoD  can  and  should  sustain  that  technology  base. 

For  these  reasons,  we  strongly  endorse  the  President's  pledge  to  sustain  funding  of  the 
technology  base  at  current  levels  despite  overall  defense  budget  cuts. 
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*  Maintain  a  strong  and  rapidly  adaptable  manufacturing  segment  in  our  economy 
by  funding  some  hardware  beyond  the  development  and  prototyping  phases  to 
establish  production  lines  and  construction  of  production  hardware  on  hard 
tooling. 

To  assure  the  ability  of  our  defense  to  reconstitute  in  times  of  need,  it  is  essential  that  we 
invest  in  advanced  manufacturing  technologies  and  processes  that  will  enable  the  rapid 
integration  and  deployment  of  new  technologies.   We  must  also  maintain  a  viable  national 
manufacturing  base,  along  with  the  attendant  expertise,  that  is  responsive  to  defense  needs, 
i.e.  capable  of  providing  a  significant  quantity  of  military  assets  within  a  sp)ecified  lead 
time.   To  ensure  the  ability  to  reconstitute,  it  is  essential  that  some  at  the  new  leading 
edge  defense  hardware  proceed  beyond  prototype  through  the  actual  production  stages. 

*  Leverage  the  DoD  investment  in  R&D  by  targeting  the  development  of  multiple- 
use  technologies  —  i.e.  technologies  which  have  defense  and  commercial 
applications  (commonly  called  dual  use),  as  well  as  contribute  to  the  quality  of 
life  (such  as  environmental  quality,  efficient  and  affordable  transportation, 
communications,  health  delivery,  and  education). 

IEEE-USA  welcomes  President  Clinton's  emphasis  on  dual  use  technology  development  in 
the  FY  1994  DoD  budget  request  as  well  as  in  President's  FY  1993  Defense  Reinvestment 
and  Conversion  Initiative.   As  the  focal  point  within  DoD  for  the  President's  defense 
reinvestment  technology  program,  the  Advanced  Research  Projects  Agency  (ARPA)  has 
shown  itself  to  be  a  capable  manager  of  current  defense  technology  programs  and  we 
support  that  lead  role.   We  believe,  however,  that  the  emphasis  on  multiple/dual  use 
technology  should  be  expanded  throughout  the  tri-services  and  the  defense  laboratories. 
We  note,  for  example,  the  dual  use  technology  development  and  commercialization 
successes  within  the  Innovative  Science  and  Technology  programs  of  the  Strategic 
Defense  Initiative  Organization. 

An  increased  DoD  emphasis  on  dual  use  technology  will  provide  the  bare  technology  for 
improved  global  competitiveness  leading  to  new  product  developments  and  sales.   This 
increased  commercial  activity  resulting  from  the  increased  focus  on  dual-use  technology 
will  provide  job  opportunities  for  a  number  of  the  scientists  and  engineers  displaced  by 
the  defense  downsizing.   In  addition,  the  transfer  of  these  scientists  and  engineers  from 
DoD  related  efforts  to  commercial  enterprises  will  enhance  the  overall  technology  transfer. 
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*  Assist  scientists  and  engineers  displaced  by  defense  budget  cuts  to  make 
smooth  transitions  to  new  nationally  beneficial  careers. 

The  large  number  of  scientists  and  engineers  that  have  been  and  will  be  displaced  by 
defense  budget  cuts  will  find  it  particularly  difficult  to  make  career  transitions  in  today's 
economy,  even  more  so  than  their  predecessors  who  after  previous  wars  who  were  able  to 
pursue  new  careers  in  what  were  then  rapidly  expanding  high  technology  industrial 
sectors.   We  believe  that  the  nation's  competitiveness  and  quality  of  life  is  dependent  on 
the  skills  and  expertise  of  displaced  defense  scientists  and  engineers  being  quickly  put  to 
productive  use  in  the  commercial  sector. 

To  that  end,  special  consideration  should  be  given  to  the  retraining  and  placement  of 
displaced  scientists  and  engineers  through  such  mechanisms  as  corporate  and  personal  tax 
incentives  for  relocation,  in-house  retraining,  and  educational  grants  and  scholarship 
programs.   We  also  support  credential  programs  that  enable  scientists  and  engineers  to 
pursue  careers  in  K-12  math  and  science  education,  fully  portable  pension  benefits  for 
displaced  defense  workers,  and  funding  to  support  retraining  and  placement  programs 
administered  by  professional  associations  to  assist  displayed  defense  scientists  and 
engineers. 

*  Task  the  national  laboratories  to  put  defense  scientists,  engineers,  and 
technicians  to  work  in  cooperative  ventures  with  industry  on  critical  technologies 
and  manufacturing  processes  with  civilian  applications. 

The  sophisticated  weapons  systems  on  which  our  defense  increasingly  relies  are  made 
possible  by  the  development,  direction,  and  testing  provided  by  the  DoD  laboratories. 
Future  weapon  capabilities  of  our  military  will  remain  dependent  on  the  expertise  resident 
at  the  DoD  laboratories  and  their  continuing  interaction  with  the  university  and  industrial 
participants  in  defense  R&D. 

While  recognizing  the  imperative  of  streamlining  the  DoD  structure  in  response  to  new 
budgetary  realities,  we  also  believe  that  DoD  laboratories  can,  and  should,  play  a  role  in 
transitioning  defense  technology  to  commercial  products  and  improving  our  quality  of  life. 
Accordingly,  we  urge  Congress  and  DoD  to  expand  the  role  of  those  DoD  laboratories 
which  can  serve  as  centers  of  excellence  in  the  development  of  multiple-use  technologies 
and  promote  technology  transfer. 
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*  Support  reforms  to  the  defense  procurement  process  that  would  remove  barriers 

and  provide  incentives  for  defense  industry  diversification  and  conversion  and 
promote  integration  of  the  industry  base. 

We  call  upon  Congress  to  support  efforts  to  review  and  eliminate  cumbersome  DoD 
procurement  regulations  which  have  resulted  in  an  unnecessary  and  wasteful  segregation 
of  our  civilian  and  defense  industrial  bases.  Not  the  least  of  these  barriers  are  attitudes 
shaped  by  the  unique  demands  and  requirements  imposed  on  defense  contracts  including 
ambiguous  accounting  standards  and  acquisition  regulations,  extensive  and  highly 
specialized  DoD  specifications  that  often  result  in  unnecessarily  DoD-unique  products  and 
processes,  excessive  security  classification,  and  handling  of  data  rights. 

Among  useful  steps  that  could  be  taken,  DoD  should  adopt  similar  standards  for 
procurement  that  facilitate  the  use  of  multiple-use  components,  expand  and  accelerate 
implementation  of  the  "Exemplary  Facility"  program  which  relieves  zero-defect  qualifying 
companies  from  excessive  oversight,  and  make  a  commitment  to  use  commercial,  off-the- 
shelf  (COTS)  parts  unless  a  special  military  product  is  essential. 

These  steps  will  not,  by  themselves,  result  in  integration  of  the  defense  and  civilian 
industrial  bases.   By  removing  unnecessary  defense-unique  requirements  that  have  forced 
defense  contractors  to  establish  separate  corporate  divisions  for  their  defense  activities  and 
by  opening  the  door  to  new  civilian  contractors,  however,  these  and  similar  reforms  will 
bring  competitive  pressures  to  bear  on  outdated  cultural  and  attitudinal  barriers  that  have 
served  to  separate  defense  and  commercial  worlds. 

The  IEEE-USA  Defense  R&D  Policy  Committee  thanks  the  Subcommittee  for  this 
opportunity  to  make  our  views  known.   We  stand  ready  to  assist  you  as  a  resource  for 
technical  advice  and  policy  perspectives  on  the  critical  issues  confronting  the  nation  and 
its  defense. 
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[Clerk's  note. — The  following  statement  was  submitted  for  the 
record  by  the  Enlisted  Association  National  Guard  of  the  United 
States  (EANGUS):] 
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TESTIMONY 

Introduction 

The  Enlisted  Association  National  Guard  of  the  United  States 
(EANGUS)  appreciates  this  opportunity  to  provide  testimony  to  the 
Subcommittee  on  Defense  Appropriations. 

On  behalf  of  the  Enlisted  men  and  women  of  the  National 
Guard,  we  want  to  thank  the  Subcommittee  and  the  Congress  for 
working  to  provide  necessary  benefits  and  to  make  necessary 
adjustments  to  existing  statutes  and  to  extend  and  adjust  the 
rights  and  benefits  of  the  personnel  serving  in  the  National  Guard 
&  Reserve. 

EANGUS  would  like  to  express  its  sincere  appreciation  for  the 
opportunity  to  present  its  concerns  and  recommendations  to  the 
subcommittee  and  to  seek  its  support  for  issues  that  the  Coalition 
believes  are  vital  to  preserving  the  high  quality,  all  volunteer 
force  that  exists  today. 

PAY  FREEZE  THREATENS  ALL  VOLUNTEER  FORCE 

It  is  difficult  to  imagine  a  way  to  thank  the  Guard/Reserve  troops  for 
their  exemplary  responses  to  the  challenges  of  Operation  Desert  Storm  and 
Operation  Restore  Hope  than  to  propose  that  they  receive  no  pay  raise  in 
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FY  1994.  Followed  by  increases  which  are  1.5  percent  less  than  those 
provided  to  private  sector  employees  in  FY  95  through  1997.  In  1982,  in  the 
wake  of  the  recruiting  and  retention  disasters  of  the  late  1970's  which  led 
to  a  "hollow  army",  military  pay  was  raised  to  levels  that  were  reasonably 
comparable  to  pay  in  the  private  sector  for  equivalent  levels  of  work.  Since 
then  because  of  several  pay  caps,  military  pay  has  fallen  11.7  percent  behind 
the  private  sector.  A  pay  freeze  next  year,  coupled  with  pay  caps  through 
FY  1997,  will  cause  Guard/Reserve  pay  to  fall  to  a  level  20  percent  below 
comparable  private  sector  pay  by  FY  1997. 

The  basis  for  military  pay  increases  is  the  growth  in  the  Employment 
Cost  Index  (ECI)  as  determined  by  surveys  conducted  by  the  Bureau  of 
Labor  Statistics  (BLS).  The  survey  measures  salary  and  wage  growth  by 
sampling  more  than  4,600  private  industrial  firms  covering  more  than 
23,000  civilian  occupations.  The  ECI  was  selected  as  the  standard  for 
military  (and  Federal  civilian)  pay  increases  because  it  was  determined  to 
be  the  most  accurate  measure  of  what  pay  raises  would  be  necessary  to 
sustain  the  all-volunteer  force  (AVF).  Even  the  ECI  method  has  its 
disadvantage  because  of  the  time  lag  between  when  the  wage  growth  occurs 
in  the  private  sector  and  when  it  translated  into  a  military  pay  raise.   For 
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example,  the  increase  in  private  sector  wages,  as  measured  by  the  ECI  in 
September  of  a  given  fiscal  year,  will  not  show  up  in  a  military  pay  hike 
until  15  months  later. 

This  disparity  is  aggravated  by  the  Federal  Pay  Comparability  Act  of 
1990.  It  authorized  locality  pay  for  federal  civilian  employees.  To  fund  the 
payments,  that  Act  requires  a  .5  percent  reduction  in  future  Federal  civilian 
(and  military)  pay  increases  beginning  in  FY  1994. 

The  Nation  is  reducing  the  force  to  levels  not  seen  in  50  years. 
Servicemembers  who  are  retained  must  be  able  to  meet  stringent 
requirements  of  a  high-tech  force  and  excel  in  a  vtide  variety  of  assignments. 
The  Administration's  recommendation  to  freeze  and  then  reduce  future 
military  pay  raises  will  cause  a  retention  crisis  dovm  the  road.  At  a  time 
when  more  emphasis  will  be  placed  on  the  Guard/Reserve,  we  must  have  the 
pay  &  benefits  necessary  to  recruit  the  best.  In  1992,  every  new  Army 
accession  possessed  a  high  school  diploma.  In  the  first  quarter  of  1993,  less 
than  85  percent  of  Army  accessions  were  high  school  graduates.  This  was 
the  lowest  percent  of  new  high  school  graduate  accessions  since  1983. 
Hopefully,  the  Administration  and  this  Congress  have  not  become  so 
complacent  after  12  years  of  quality  recruiting  and  high  retention  that  it 
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believes  it  can  cut  the  defense  budget,  downsize  the  forces,  eliminate  job 
security,  damage  morale  and  still  continue  to  have  a  quality  all-volunteer 
force. 

EANGUS  urges  this  Subcommittee  to  act  now  and  appropriate  funds 
for  an  across-the-board  military  pay  raise  in  FY  1994.  EANGUS 
sympathizes  with  those  who  seek  a  marginal  pay  hike  for  the  Junior  Enlisted 
grades  in,  while  ignoring  the  career  force,  sends  the  wrong  message  to  those 
in  the  more  senior  enlisted  grades  who  must  accept  the  responsibility  of 
leadership  positions. 

The  goal  of  the  Uniformed  Services  must  be  to  recruit,  train,  and 
motivate  those  willing  and  able  to  assume  demanding  leadership  roles.  In 
the  words  of  the  Report  of  the  Seventh  Quadrennial  Review  of  Military 
Compensation^  "Basic  pay  is  the  principal  vehicle  for  linking  compensation 
to  military  performance  measured  by  rank."  As  enlisted  members  advance 
to  Uie  E-5  and  E-6  levels  there  are  quantum  leaps  in  the  responsibility  they 
must  shoulder.  If  the  Administration's  package  goes  through,  they'll  endure 
the  same  new  taxes  as  other  Americans.  The  question  is,  "How  much  more 
will  our  quality  Enlisted  National  Guard  endure  before  they  leave  the 
Uniformed  Services  as  they  did  in  the  1970s  and,  once  again,  force  the 
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Nation  to  face  a  "hollow  force"? 

THE  NEED  TO  RESTORE  HOUSING  ALLOWANCES 

EANGUS  brings  to  the  Subcommittee's  attention  the  deterioration  in 
housing  allowances  for  the  Nation's  servicemembers.  Eligible  AGR  military 
personnel  are  currently  paying  20  percent  of  their  housing  costs  when 
required  to  reside  in  civilian  housing.  In  1985,  when  Congress  restructured 
the  housing  allowances,  the  assumption  was  that  members  would  pay  no 
more  than  15  percent  of  housing  costs  out  of  their  pockets.  The  Basic 
Allowance  for  Quarters  (BAQ)  was  to  cover  65  percent  of  national  median 
housing  costs  per  pay  grade  and  the  Variable  Housing  Allowance  (VHA) 
would  equal  local  median  housing  costs  minus  80  percent  of  national  median 
housing  costs.  The  two  allowances  together  were  to  equal  85  percent  of  a 
member's  housing  expenses,  even  in  high  cost  areas.  Unfortunately,  BAQ 
has  not  kept  pace  with  the  1985  standard  of  65  percent  of  national  median 
housing  costs. 

The  proposed  FY  1994  pay  freeze  and  subsequent  caps  will  also  apply 
to  the  allowances.  The  amount  the  AGR  members  will  pay  out  of  their  own 
pockets  for  housing  will  rapidly  escalate. 
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COLA  DISC3UMINATION 

In  1986,  Congress  enacted  P.L.  99-509,  guaranteeing  military  (and 
federal  employees)  the  same  COLA  increases  as  those  received  by  Social 
Security  annuitants.  This  1986  provision  in  laiv  lent  further  strength  to 
Section  1401a  of  Title  10,  USC,  which  directs  the  Secretary  of  Defense  to 
increase  the  retired  pay  of  members  and  former  members  on  December  1 
of  each  year.  This  increase  is  based  on  the  increase  in  the  Consumer  Price 
Index  iCFI)  for  the  preceding  fiscal  year.  Section  1451  of  Title  10,  USC, 
provides  that  Survivor  Beneflt  Plan  (SBP)  annuities  will  also  increase  at  the 
same  time. 

Over  the  past  decade  because  of  caps,  delays,  and  freezes,  military 
retired  pay  has  fallen  7.8  percent  behind  inflation  as  measured  by  the  CPI. 
If  Congress  allows  the  FY  1994  Budget  Resolution  proposal  to  take  effect, 
military  retirees  will  suffer  extraordinary  losses  in  income.  The  average 
traditional  enlisted  National  Guard  Retiree  in  grades  E-6  and  E-7  receives 
a  monthly  payment  of  less  than  $300.00  in  1992  military  retired  pay. 

What  is  disturbing  to  EANGUS  is  the  "double-whammy"  imposed  by 
Congress  on  National  Guard  military  retirees  and  their  survivors.  First, 
military  retirees  will  bear  the  brunt  of  the  $2.7  billion  savings  in  the  FY 
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1994-Budget  Resolution.  For  example,  80  percent  of  enlisted  National 
Guard  retirees  are  less  than  62  years  of  age.  Traditional  National  Guard 
members  collect  no  pension  until  age  60.  Only  15  percent  of  civil  service 
retirees  are  under  age  62.  The  number  is  smaller  if  certain  Federal  civilian 
occupational  groups,  (i.e.,  law  enforcement  Hrefighters  and  air  traffic 
controllers),  under  age  62,  are  exempted,  from  50  percent  COLAs  as 
provided  in  the  Resolution. 

Second,  future  military  retirees  and  survivors  are  earmarked  for  a  pay 
freeze  for  FY  1994-  and  continued  pay  caps  thereafter.  This  action  will 
further  reduce  the  purchasing  power  of  this  group  and  will  lead  to  the 
downfall  of  the  all  volunteer  force. 

Both  provisions  discriminate  against  military  retirees  and  their 
survivors.  In  the  first  case,  military  personnel,  like  the  Federal  civilian 
groups  exempted  from  the  half-COLAs,  are  required  to  retire  early.  The 
military  services  have  established  high  years  of  service  tenure  points  (i.e., 
maximum  years  of  service  thresholds)  for  each  pay  grade. 

EANGUS  urges  this  Subcommittee,  as  a  protector  of  military  person- 
nel entitlement,  to  ensure  that  our  servicemembers  receive  fair  and  equitable 
consideration  by  the  very  Congress  that  raises  our  armies  and  navies. 
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CONCLUSION 
EANGUS  again  expresses  its  gratitude  to  the  chairman  and 
the  other  distinguished  members  of  the  Subcommittee  for  reviewing  this 
statement.  EANGUS  urges  you  to  take  the  necessary  action  to  maintain  the 
Nation's  forces  at  their  current  quality  and  effectiveness  and,  further,  to 
honor  the  commitments  made  to  retired  servicemembers  and  their  families 
for  long  and  faithful  service  to  our  Nation. 
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[Clerk's  note. — The  following  statement  was  submitted  for  the 
record  by  the  Air  Force  Sergeants  Association:] 


STATEMENT 

BY 

CHIEF   MASTER   SERGEANT  JAMES  STATON,   USAF  (RET) 

EXECUTIVE    DIRECTOR 

AIR    FORCE   SERGEANTS   ASSOCIATION 

BEFORE   THE   SUBCOMMITTEE   ON   DEFENSE 

COMMITTEE    ON    APPROPRIATIONS 

U.S.    HOUSE   OF    REPRESENTATIVES 

MAY    6,    1993 


Air     Force     Sergeants     Association 

International     Headquarters,     Post     Office     Box     SO,     Temple     Hills,     MD     20757 
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Mister  Chairman  and  distinguished  committee   members,   thank  you   for  the 
opportunity   to  present  our  views  on  behalf  of  the   167,000  members  of  the 
Air  Force  Sergeants  Association  (AFSA).     Our  members,  active  duty,  retired 
and  veteran  enlisted  personnel  of  the  Air  Force,  Air  National  Guard  and  Air 
Force  Reserve  are  flabbergasted  by  the  Clinton  Administration  and   some 
members  of  Congress  for  their  willingness  to  penalize  the   brave  men  and 
women  of  the  Armed  Forces  who  sacrificed,  bled  and  died  and  whose  ef- 
forts resulted  in  successes  in  the  cold  war.  Operation  Desert  Storm  and 
Operation  Restore  Hope,  to  name  just  a  few  more  recent  accomplishments. 
Today,   I   will   bypass   the  tendency   to  reiterate   the  reasons  for  our  govern- 
ment's  obligation   to   provide   adequate   compensation   and   benefits   in    spite 
of  budgetary   constraints,   because   you   are   already   knowledgeable   of  those 
facts.     We  will  limit  our  discussion  to  three  topics  which  are  major  concerns 
to  our  members  —  compensation,   health  care  and  commissaries. 

It  is  my  hope  that  our  comments  may  provide  some  assistance  as  you  de- 
velop legislation  that  would  appropriate  the  best  level  and  mix  of  funds  in 
order  to  maintain   our  national  defense  at  the  high  levels  which  are  re- 
quired for  the  future  of  our  country. 

COMPENSATION 

•     At  a  time  when  military  pay  is  lagging   13  percent  behind  salaries 
of  comparable  civilian  sector  jobs,  the  proposal  to  provide  a  zero  pay 
raise   next  year  and  reduced  pay  raises  for  years   1995  through   1998  is 
astonishingly   irresponsible   and  appalling.     The  proposal  would  increase  the 
comparability  gap  to  20  percent  by   1998.     President  Clinton  has  asked  for 
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"shared  sacrifice"  to  place  our  economy  back  on  track.     We  support  that 
philosophy.       However,    this    is   not   shared    sacrifice  —  it  is  an  unfair 
burden    to   the   military   families   who   already   sacrifice    more    than    their 
fair     share.    They    deserve    a    catch-up    pay    raise    —    not    a    pay 
freeze!      The  President  also  stated  that  he  intended  to  spare  families 
earning  less  than  $30,000  per  year.     Yet.  no  consideration  is  given  to  the 
fact   that   three-quarters   of  all   enlisted   personnel   earn   less   than   $30,000 
per  year.     To  add  salt  to  injury,  thousands  of  our  junior  enlisted  families 
fall  below  the  nation's  poverty  line  and  must  rely  on  food  stamps  to  sur- 
vive.    It  would  be  a  crime  to  mistreat  those  dedicated  American  families 
by  refusing  them  even  a  mediocre  cost  of  living  pay  raise. 

Military   families  experience   many   sacrifices  —  frequent  moves   and  family 
separations    while    the    service    members   experience    harsh    and   dangerous 
conditions  in  locations  around  the  world.     Our  military  service  people  put 
their  lives  on  the  line  for  their  country,  and  many  have  paid   the   ultimate 
sacrifice  by  giving  life  or  limb  while  fighting  for  our  rights  and  freedom. 
Because  of  the  compounding  effect,  the  projected  FY  94  pay  freeze  and 
subsequent   pay   limits   would   reduce   pay   throughout   the   entire   career   of 
each  member.     Each  year  that  pay  is  not  adjusted  for  inflation,  purchasing 
power  continues  to  erode  and  the  level  of  real  income  declines  for  all  ser- 
vice members.     Naturally,  this  causes  even  more  of  our  junior  enlisted 
members   and  their  families  to  fall  below  the  poverty  line.     Additionally, 
because  retired  pay  is  based   upon  a  percentage  of  active  duty  pay,  the  re- 
tired pay  will  be  reduced  for  the  life-time  of  each  member.     Retired  pay 
has  historically   been   a  major  incentive  for  members  to  make  the  military 
their  career.      Therefore,   these   actions   to  permanently   reduce   the   active 
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pay  and  retirement  benefits  will  have  a  major  negative  impact  on  recruit- 
ing and  retention   of  quality  people. 

It  is  unacceptable  to  AFSA,  and  hopefully  to  each  of  your  in  this  commit- 
tee, that  the  superb  men  and  women  of  the  Uniformed  Services  are  facing 
this  issue.     These  people,  who  have  made  this  United  States  of  America  the 
most  respected  and  powerful  country  in   the  world,   should  not  be  forced  to 
experience  such  an  unfair  burden.     We  urge  you  to  not  let  that  happen!     As 
an  alternative,  we  encourage  Congress  to  take  the  lead  in  being  the 
"conscience"   of  our  government  and  pass  legislation  that  will  compensate 
our  military   personnel   fairly   for  the   tremendous   value   of  their  services 
and  daily   sacrifice. 

•  In  good  conscience,  we  find  it  impossible  to  complete  any  discus- 
sion  of  compensation   without  expressing   our  adamant  opposition   to   the 
proposed  caps  on  COL  As  for  federal  retirees  under  age  62.     This  action 
would   be   another  example   of  the   government's   recurring   and   unfair  per- 
ception that  the  military  is  an  easy  target  for  a  deficit  reduction  source. 
Congress  previously  linked  COLAs  for  military  retirees  with   social   security 
and   veteran  disability  compensation   recipients.     On  the  principle   of  fair- 
ness,  we   ask   you   to  ensure   that  equitable   treatment  continues. 

•  Relocation     expenses   are   another  source  of  sacrifice   for  our  mili- 
tary families.     To  relieve  the  burden,  the  FY  Defense  Authorization  Act  (PL- 
102-484)  temporarily  extended  the  Temporary  Lodging  Expense   (TLE)  al- 
lowances from  4  to  10  days  in  certain  areas.     This  positive  action  should  be 
authorized    and    funded    permanently. 
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•  When   Congress   restricted   housing     allowances   in    1985,   service- 
members  were  to  pay  no  more  than   15  percent  of  housing  costs  out  of 
their  own   pockets.     Again,  our  government  is  defaulting  on   yet  another 
obligation  to  military  families  as  shortfalls  in  the  Basic  Allowance  for 
Quarters  (BAQ)  require  members  to  pay  20  percent  of  their  housing  costs. 
Because  the  FY  94  pay  freeze  and  future  reduction  also  affect  allowances, 
our  military  families  will  be  forced  to  sacrifice  even  more  by  having  to  pay 
an  escalating  share  of  housing  costs.     AFSA.  with  your  help,  must  insist  that 
funding   is   provided   that  will  ensure   the   government  meets   its  obligation   to 
provide   the   required   85   percent  of  housing   costs. 

•  An  equity  issue  unresolved  for  too  long  is  concurrent    receipt    of 
VA     disability     compensation    and     military     retired     pay.      Of  all  veter- 
ans  who   are   authorized  compensation   to  offset  the   negative   income   affects 

of  a  service-connected  disability,   only   those   who  completed  a   military  ca- 
reer must  forfeit  an  equal   amount  of  their  retirement  annuity.      Congress 
expressed   its  disagreement  with   this  unfair  policy  last  year  as  the  Defense 
Authorization   Act  (PL- 102-484)  directed  DOD  to  submit  its  proposal   by 
April   1,    1993,  on  how  to  allow  concurrent  receipt  for  our  military  retirees. 
It  appears  that  DOD  has  ignored  that  requirement,  but  we  urge  this  com- 
mittee to  live  up  to  Congress's  decision  made  last  year  by  ensuring  funds 
are   appropriated   to  correct  this   long   standing   inequity,   and   by  ensuring 
DOD  complies  with  PL- 102-484. 
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HEALTH  CARE 

Health  care   has   always   been  regarded   as  the   most  important   benefit,   after 
pay  for  our  members.     Mr.  Chairman,  AFSA  is  concerned  that  with  the  end 
of  the  cold  war  and  accelerated  downsizing  of  the  military  services,  the 
commitment  to  take  care  of  our  active.  Guard,   Reserve   and   retired  military 
families  is  ebbing.     We  desperately  need  your  help  in  fully  funding  the 
Military  Health  Services  System  (MHSS),  including  CHAMPUS,  military 
treatment   facilities,   sufficient   manning   for   both   medical   and   dental   ser- 
vices to  meet  all  specific  and  emplied  promises  to  eligible  beneficaries  of 
the  MHSS. 

In  the  Defense  Authorization  Act  of  FY  93  (PL- 102-484),  Congress  ex- 
pressed its  understanding  of  the  responsibility  of  our  government  to  pro- 
vide health  care  to  current  and  former  military  families  when  it  said  "It  is 
the  sense  of  Congress  that 

(1)  Members  and  former  members  of  the  Uniformed  Services,  and 
their  dependents  and  survivors,  should  have  access  to  health  care  under 
the  health  care  delivery  system  of  the  Uniformed  Services,  regardless  of 
the  age  or  health  care  status  of  the  person  seeking  the  health  care; 

(2)  Such  health  care  delivery  system  should  include  a  comprehen- 
sive managed  care  plan: 

(3)  The  comprehensive  managed  care  plan  should  involve  medical 
personnel  of  the  Uniformed  Services  (including  reserve  component  person- 
nel), civilian  health  care  professionals  of  the  executive  agency  of  such  Uni- 
formed  Services,  contract  health  care  personnel,  and  the   Medicare  system; 

(4)  The  Secretary  of  Defense,  the  Secretary  of  Health  and  Human 
Services,  and  the  Secretary  of  Transportation  should  continue  to  provide 
active  duty  personnel  of  the  Uniformed  Services  with  free  care  in  medical 
treatment    facilities    of    the    Uniformed    Services    and    to    provide    the    other 
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personnel   referred   to   in   paragraph   (I)   with    health   care    at   reasonable   cost 
to  the  recipient  of  the  care;  and 

(5)  The  Secretaries  referred  to  in  paragraph  (4)  should  examine  ad- 
ditional health  care  options  for  the  personnel  referred  to  in  paragraph  (1), 
including,  in  the  case  of  persons  eligible  for  Medicare  under  title  XVII  of 
the  Social  Security  Act,  options  providing  for- 

(a)  The  reimbursement  to  the  Department  of  Defense  by  the 
Secretary  of  Health  and  Human  Services  for  health  care  services  provided 
such  personnel  at  medical  treatment  facilities  of  the  Department  of 
Defense;   and 

(b)  The  sharing  of  the  payment  of  the  cost  of  contract  health 
care  by  the  Department  of  Defense  and  the  Department  of  Health  and 
Human  Services,  with  one  such  department  being  the  primary  payer  of 
such  costs  and  the  other  such  department  being  the  secondary  payer  of 
such  costs." 

We  urge  this  committee  to  take  action  that  would  change  each   "should"   to 
"will"   in   the  above  quoted  resolution. 


COMMISSARIES 

The  Congressional  Budget  Office  (CBO)  recently  published  a  budget  deficit 
reduction   proposal,   DEF-50  that  seeks  to    'eliminate   federal   support  of 
commissaries."      It  appears   that  some   lawmakers  are   not  fully  convinced 
that  the  DOD  commissary  system  is  a  necessary  and  valued  benefit  for  the 
millions   of  active  duty  personnel,   retirees.  Guard   and   Reserves,   and   their 
families.      Recommendations   to   make   the   commissary   system   self  support- 
ing are  not  new.     The  reason  they  failed  in  the  past  is  because  it  it  the 
wrong   thing   to  do!      Such  recommendations  are   based   upon   misperceptions 
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of  the  commissary  system,  and  demonstrate  a  definite   lack  of  understand- 
ing of  the  positive  impact  this  institutional  benefit  has  on  the  quality  of  life 
of  military  personnel   and  their  families. 

We  are  astounded  by  the  faulty  reasoning  used  to  justify  elimination  of 
appropriated  funds  for  military  commissaries.     Studies  of  the  system  con- 
ducted  over   the   years   have   consistently   demonstrated   that    the   elimination 
of  the  commissary  would  actually  increase  defense  outlays  because  of  the 
substantially    greater   budgetary    expenditures    for   compensation,    recruiting, 
and  retention  to  offset  the  loss  of  the  commissary  benefit.     Retention,  par- 
ticularly in  technical  skills,  will  be  key  to  the  future  success  of  the  military. 
The  commissary   benefit  has  been   traditionally  the  most  important  non- 
pay  benefit,  next  to  medical  care,  and  it  is  a  significant  contributor  to  re- 
tention.     Equally  important  is  the  manner  in  which  the  commissary   benefit 
is  advertised  to  service  members  as  an  advantage  for  joining,  and  a 
promise  for  remaining  in  the  armed  forces.     The  value  of  this  benefit  is 
consistently   reinforced   to  service   members  throughout  their  careers.      They 
are  told  that  it  is  a  benefit  that  they  can  depend  on,  and  will  be  there 
when  they  retire.     Reneging  on  this  commitment  would  be  unconscionable. 
Therefore,  we  must  seek  your  support  by  continuing  the  funding  of  com- 
missaries. 

The  combination  of  the  pay  freeze,  future  reduced  compensation,  acceler- 
ated downsizing,  loss  of  health  benefits,  loss  of  commissary  funding  and 
COLA  cuts  would  send  a  very  strong  negative  message  to  current  and  po- 
tential military  families.     AFSA  is  greatly  concerned  that  these  proposals  in 
conjunction   with  other  military  related  philosophies  of  the   administration. 
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such  as  the  lifting  of  the  gay  ban  will  cause  a  quick  return  to  the  "hollow 
force"  of  the  70's.     This   simply    must   not    happen   again!      Only   you  and 
the  other  members  of  Congress  can   prevent  it. 

This  concludes  our  statement.     Thank  you  for  considering  AFSA's  views. 
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[Clerk's  note.— The  following  statement  was  submitted  for  the 
record  by  the  American  Federation  of  Government  Employees  Coun- 
cil 164:] 
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Mr.  Chairman  and  members  of  the  committee,  I  appreciate  the  opportunity 
to  once  again  present  testimony  before  this  committee  and  express  AFGE's  and 
civilian  technician's  views  on  issues  affecting  the  full-time  support  program 
within  the  Reserve  and  Guard  Components.   I  would  also  like  to  express  our 
sincere  thanks  for  your  continued  support. 

Today,  I  will  focus  my  testimony  on  AFGE  concerns  relating  to  the  down- 
sizing of  the  full-time  support  program,  conversions  of  civilian  technicians 
to  military,  negatives  affecting  civilian  technicians  and  the  8  Dec  83  Law. 

DOWNSIZING  OF  THE  FULL-TIME  SUPPORT  PROGRAM 

The  committee  will  soon  be  making  a  decision  relative  to  the  downsizing 
of  the  full-time  support  program. 

Proposals  by  the  National  Guard  Bureau  and  the  Office  of  Chief  of  Amy 
Reserves,  to  significantly  reduce  civilian  technicians  authorizations 
throughout  the  reserve  components,  makes  no  sense. 

This  committee  is  well  aware  of  the  fact  that  congressional  studies  and 
GAO  reports  have  clearly  indicated  that  civilian  technicians  cost  far  less 
than  AGR  personnel  and  are  therefore  the  least  costly  form  of  manpower. 
Figures  indicate  that  if  all  AGR  authorizations  were  eliminated  and  replaced 
on  a  one  for  one  basis  with  civilian  technician  authorizations,  well  over  600 
million  dollars  could  be  saved  annually.   Further,  facts  indicate  that  there 
are  thoustuids  of  AGR  soldiers  assigned  to  non-deployable  headquarters  and 
staff  positions  which  violates  the  reasons  for  establishing  the  AGR  Program. 

He  request  that  if  reductions  are  in  fact  necessary,  the  high  cost  AGR 
program  be  reduced,  not  the  cost  effective  civilian  technician  program.   This 
would  allow  any  required  reductions  to  be  made  without  creating  any 
significant  impact  on  readiness.   I  have  enclosed  a  copy  of  a  personal 
statement  of  military  compensation  for  a  SSG-E6  furnished  by  Defense  Finance 
and  Accounting  Service  at  1991  dollars.   A  simple  review  of  this  form, 
coupled  with  the  fact  that  there  are  thousands  of  Senior  Graded  Enlisted  and 
Officers  aboard  in  the  AGR  program,  clearly  indicates  the  high  cost  of  this 
program. 

CONVERSION  OF  CIVILIAN  POSITIONS  TO  MILITARY 

Recent  events  have  made  it  apparent  that  the  Arny  civilian  technicians 
are  again  facing  a  situation  similiar  to  that  of  1983.  Despite  this  ci  iiiii  i  ttees 
directions  and  specific  prohibitions  conversions  of  civilian  technician 
positions  to  AGR,  are  once  again  taking  place  by  carefully  engineered 
administrative  means  to  bypass  or  otherwise  overccMse  this  committees 
directives  and  legal  requirements. 
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As  I  am  sure  you  are  aware,  the  1993  Appropriations  Bill  called  for  a 
reduction  in  the  technician  floor  of  approximately  10%.   Due  to  the  fact  that 
the  Army  Deputy  Secretary  has  decreed  that  the  floor  plus  one  ( 1 )  is  the 
ceiling,  the  civilian  technicians  workforce  will  undergo  a  significant 
downsizing. 

Information  received  from  commands  throughout  the  United  States  reveals 
that  rather  than  a  10%  reduction  being  applied  in  the  Army  Reserve,  a  25%  to 
35%  reduction  is  being  effected.   How  this  slight  of  hand  is  being  worked  is 
as  follows: 

In  most  units  that  are  reorganized  or  those  that  are  newly  activated, 
technician  spaces  are  recognized  but  not  authorized  (no  dollars  are  allocated 
for  technician  pay) .   As  an  excunple,  a  unit  such  as  the  78th  MTC  is  being 
reorganized  as  the  2nd  Brigade,  78th  Division  (EX)  in  the  Seune  USAR  Center. 
It  currently  has  seven  tecnician  spaces  recognized,  authorized  and  people 
assigned.   When  it  reorganizes  as  the  2nd  Brigade,  with  a  more  demanding 
mission,  it  will  have  five  technician  spaces  recognized  and  only  one 
authorized.   The  remaining  technicians  will  become  subject  to  Reduction  in 
Force.   This  is  occuring  throughout  the  United  States.   Hospital  units  are 
also  heavily  involved  since  almost  all  medical  units  are  reorganizing. 
Although  the  new  type  hospitals  have  the  same  type  missions  and  are  located 
in  the  seune  centers  as  the  original  unit,  once  agian  technician  spaces,  while 
recognized,  are  not  being  authorized.   (See  attached  letter  from  Forscom 
subject  FY  92  Medical  Force  2000  Full  Time  Support  (FTS)  Staffing 
Requirements. ) 

The  scenario  described  above  is  alomost  identical  for  all  reorganizing 
units.   Who  is  left  to  do  the  work,  AGRs,  of  course,  since  their 
authorizations  remain  in  the  new  unit  and  they  do  not  have  to  be  reported  for 
RIF  if  their  unit  is  reorganized. 

There  is  still  another  part  of  this  sccun.   Many  units  were  reported  for 
inactivation  based  on  anticipated  reduction  of  USAR  strength.   Technician 
authorizations  were  then  removed  at  the  beginning  of  the  fiscal  year. 
However,  many  of  these  units  were  retained  in  the  force  due  to  the  additional 
spaces  given  to  the  USAR  by  the  Congress.   The  technician  authorizations  were 
not  returned.   Since  no  dollars  were  allocated  for  technicians  assigned  to 
these  units,  they  will  be  reported  for  RIF  and  their  duties  taken  over  by 
AGRs. 

Another  administrative  means  being  utilized  to  replace  technicians  with 
AGRs  is  even  more  direct.   There  is  now  a  freeze  on  technician  hiring  and 
promotion.   As  a  result,  when  a  technician  leaves  a  position,  AGRs  are  being 
utilized  to  perform  technicians  duties.   As  an  example,  a  GS-11  technician 
position  will  be  eliminated  and  an  AGR  will  assume  permanent  responsibility 
for  the  Force  Structure  functions  previously  accomplished  by  the  technician. 

USAR  Commanders  are  also  utilizing  AGR's  in  an  attempt  to  violate  the 
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Congressional  requirement  that  supervisory  duties  of  technicians, 
specifically  SSAA'S  not  be  changed  when  AGR's  are  brought  Into  the  units. 
Commanders  continue  to  change  technician  duties  with  Impunity  and  are  placing 
AGRs  In  positions  that  closely  duplicate  or  contain  many  of  the  primary 
duties  of  assigned  staff  technicians.   As  an  example.  In  one  Division  HQ,  a 
full-time  AGR  Major  SGS  whose  duties  are  a  direct  duplication  of  the  duties 
currently  performed  by  an  assigned  GS-09  Administrative  Officer  has  been 
requested.   It  should  be  noted  that  the  estimated  cost  of  this  officer  is 
almost  triple  the  cost  of  the  technician  space  it  would,  for  the  most  part 
duplicate. 

NEGATIVES  AFFECTING  CIVILIAN  TECHNICIANS 

On  behalf  of  the  thousands  of  civilian  technicians  represented  by  the 
American  Federation  of  Government  Employees  (AFGE)  and  this  council,  we 
request  this  committee  and  it's  members  seek  change  to  the  following 
P»-.^T-i  n^f^n«.-uh4r.h  negatively  Impact  on  civilian  technicians. 

APPEAL  RIGHTS  TO  MSPB 

Currently  the  appeals  system  for  National  Guard  excepted  service 
technicians  is  unfair  and  inadequate.   Unlike  civilian  technicians  employed 
by  the  Air  Force/Army  Reserve,  National  Guard  Technicians  ceui  only  appeal 
adverse  actions  to  the  State  Adjutant  General. 

In  1990,  Congress  passed  a  law  which  granted  all  excepted  civilian 
servants  Title  5  rights  with  the  exception  of  National  Guard  Technicians.   All 
government  employees  should  be  able  to  appeal  adverse  actions  to  an 
Independant  arbitrator  without  fear  of  political  bias.   National  Guard 
technicians  are  simply  asking  for  equal  rights.   We  request  that  this 
committee  seek  change  that  would  grant  civilian  technicians  these  rights. 

EXCEPTED  SERVICE  VS  COMPETITIVE  SERVICE 

Because  civilian  technicians  working  for  the  National  Guard  are  employed 
in  an  excepted  service  status  they  are  denied  many  benefits  available  to 
other  federal  employees.   They  receive  no  protection  from  Office  of  Personnel 
Management  (0PM)  rules  and  regulations.   Classification  of  positions  are  the 
prerogative  of  the  National  Guard  Bureau  and  there  are  no  appeals  procedures 
established  outside  the  Bureau.   During  a  Reduction  -In-Force  (RIFF)  they  are 
not  granted  seniority  and  procedures  do  not  conform  to  0PM  rules.   We  ask 
that  the  committee  members  seek  changes  that  would  allow  National  Guard 
Technicians  the  eame   benefits  as  other  civilian  technicians. 

BILLETING  OF  AIR  RESERVE  TECHNICIANS 

As  a  result  of  Congressional  Report  (HR  97-333)  dated  12  June  1981,  Air 
Reserve  Technicians,  while  in  travel  status  are  required  to  be  billeted  based 
on  their  military  grade.   We  are  sure  that  Congress  did  not  intend  for  this 
language  to  result  in  a  negative  Impact  on  civilian  technicians. 
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Implementation  has  however  resulted  in  Air  Reserve  Technicians  being  billeted 
in  quarters  inappropriate  for  their  civilian  grade  while  all  other  Federal 
Wage  Grade  employees  are  billeted  appropriately.   As  you  are  well  aware, 
civilian  technicians  are  paid  as  civilians  and  are  not  entitled  to  military 
benefits.   Therefore,  while  traveling  and  performing  duties  as  civilian 
technicians  on  orders,  they  should  receive  appropriate  quarters  based  on 
their  civilian  not  military  grade.   We  request  this  committee  look  into  this 
matter  and  take  action  necessary  to  eliminate  this  discriminatory  practice. 

JOB  CREDIT 

Based  on  a  National  Guard  directive.  Guard  members,  when  applying  for  a 
technician  position,  will  be  given  credit  for  a  full  year  of  qualification  in 
their  military  job  specialty  for  each  ^ear  of  Guard  service.   While  this  may 
sound  like  a  significant  benefit  f nr^^iarnffirn   it  is  simply  unfair. 
Guardsmen  meet  one  weekend  a  month  and  only  a  small  portion  of  that  time  is 
spent  in  performance  of  their  duties  of  their  MOS  or  AFSC  specialty.   Yet 
under  this  new  Guard  directive,  a  full  year  of  credit  will  be  granted  for 
this  minimal  experience.   The  problem  is  that  if  this  experience  is  credited 
for  initial  employment,  it  will  also  be  credited  for  future  merit  promotions. 
This  could  result  in  a  technician  with  15  years  of  Guard  service  and  2  years 
of  technician  service  being  rated  more  qualified  than  a  technician  who  has 
worked  full-time  for  10  years. 

We  ask  that  your  committee  look  into  this  situation  and  seek  the  changes 
necessary  to  insure  fairness  to  all. 

MANDATORY  OF  REMOVAL  OF  USAR  ENLISTED  SOLDIERS  BASED  ON  TOTAL  YEARS  OF 

SERVICE 

The  Army  has  made  drastic  changes  to  their  current  regulations  which  will 
cause  the  involuntary  removal  of  many  civilian  technicians  from  their  Army 
Reserves  position  as  a  drilling  reservist,  some  of  which  as  a  result  will  be 
removed  from  their  civilian  position  as  well.   Under  the  change,  personnel 
who  exceed  the  new  maximum  years  of  service  will  be  removed  immediately 
effective  1  July  1993.   This  change  has  been  made  without  allowing  a 
grandfather  provision  for  those  currently  assigned  who  exceed  these 
arbitrarily  selected  maximum  years  of  service. 

Imagine  if  the  Congress  were  to  pass  legislation  today  that  stated 
congressional  representation  could  only  serve  a  maximum  eight  (8)  years 
effective  1  July  1993,  and  on  2  July  1992,  all  who  have  been  in  Congress  for 
years  in  excess  of  eight  were  instructed  to  vacate  their  office  immediately. 

This  new  change  regulation  addressing  Mandatory  Removal,  although  not 
fielded  as  of  this  date,  is  to  be  effective  1  July  1993.   It  is  imperative 
that  either  a  grandfather  provision  or  exception  to  policy  be  written  to 
prevent  civilian  technicians  from  once  again  being  adversely  affected. 

We  are  requesting  that  unless  the  Office  of  Chief  of  Army  Reserves  make 
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the  necessary  changes  to  prevent  civilian  technicians  from  being  negatively 
affected  that  legislation  be  introduced,  similar  to  that  introduced  by 
Congressman  Bonior  in  BR  4696  and  enacted  last  year  by  the  Congress  for  the 
Air  Force  Reserve  Technicians.   Below  is  proposed  language  for  such  a  bill: 

A  BILL 

To  protect  certain  senior  Army  Reserve  technicians  from  seperation  from 
the  reserves  before  age  60  under  the  Mandatory  Removal  of  USAR  Enlisted 
Soldiers  Program  of  the  Army  Reserves . 

Be  it  enacted  by  the  Senate  and  the  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled, 
SECTION  1.  Army  Reserve  Technicians 

"The  Secretary  of  the  Army  shall  carry  out  the  Mandatory  Removal  of  USAR 
Enlisted  Soldiers  Progrcun  based  on  Total  Years  in  Service  so  as  not  to 
require  the  involuntary  removal  of  an  Army  Reserve  Technician  from  Active 
Status  as  a  reservist  before  attaining  age  60  or  until  he/she  attains 
eligibility  for  an  un-reduced  civil  service  retirement  annuity,  whichever  is 
earlier,  if  the  technician  has  a  total  of  not  less  than  25  years  of  active 
duty  and  reserve  military  service  before  1  July  1993,  and  who  is  otherwise 
qualified  for  retention." 

8  DECEMBER  1983  LAW 

Since  the  inception  of  this  law  authored  by  your  committee,  we  have  asked 
that  the  law  be  eliminated  or  modified  to  eliminate  the  negatives  effecting 
civilian  technicians  in  the  Army  Reserves. 

The  law  as  written  requires  all  civilian  technicians  employed  in  support 
of  Army  Reserve  troop  program  units  to  also  be  a  drilling  reservist  in  that 
unit  or  be  terminated  from  their  civilian  position.   It  further  requires 
those  working  in  a  facility  such  as  an  Area  Maintenance  Facility  (AMSA)  must 
remain  a  member  of  the  Selected  Reserves  or  be  subject  to  removal  from  their 
civilian  technician  position.   According  to  committee  members,  the  intent  of 
this  law  was  to  insure  that  civilian  technicians  were  in  fact  mobilization 
assets  in  time  of  national  emergency.   Since  written  however,  all  surveys  and 
investigations  clearly  indicate  that  a  disproportionate  number  of  functions 
perfomed  by  civilian  technicians  cease  to  exist  upon  mobilization,  thereby 
questioning  the  necessity  of  a  dual  status  requirement  as  a  vehicle  to  ensure 
defense  readiness  for  many  positions. 

By  Army's  own  figures  this  law  will  result  in  the  denial  of  retirement 
benefits  for  an  estimated  70%  of  the  officer/enlisted  civilian  technicians 
hired  since  8  December  1983.   Further,  while  the  law  requires  civilian 
technicians  to  be  members  of  the  unit  they  service,  it  makes  no  provision  to 
ensure  that  a  proper  military  space  is  made  available.   As  a  result  in  many 
instances,  civilian  technician  promotions,  both  as  a  civilian  technician  and 
a  drilling  reservist,  which  are  normally  a  favoreible  action  are  placed  in  a 
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category  of  an  unfavorable  action  in  as  much  as  acceptance  can  result  in  a 
technician  losing  his  civilian  position  for  noncompliance  with  the  law.   This 
truly  is  not  a  fitting  reward  for  excellence  and  I'm  sure  was  not  committee 
intent  when  AUTHORING  this  legislation. 

The  Army  and  written  reports,  such  as  the  Military  Compensation  Report, 
conducted  by  the  Secretary  of  Defense  (Reserve  Affairs);  the  1991  Survey  of 
Army  Reserve  Technicians,  conducted  by  the  Office  of  Chief  of  Army  Reserves 
(now  US  Army  Reserve  Command);  General  Accounting  Office  Reports  (<yiO)  as 
well  as  thousands  of  civilian  technicians  have  indicated  there  is  ^eed  and  a 
desire  to  modify  this  law  to  bring  greater  flexibility. 

Most  important  is  the  fact  that  with  the  future  plans  bringing 
significant  downsizing  in  the  authorizations  for  civilian  technicians,  active 
component  and  drilling  reserve  positions,  this  situation  will  only  worsen. 
During  civilian  Reductions  in  Force  (RIFFS)  this  provision  will  be 
unmanageable.   It  will  be  increasingly  difficult  if  not  impossible  to  retain 
civilian  technicians,  provide  upward  mobility  and  comply  with  the  law. 

In  as  much  as  the  intent  of  the  law  was  to  ensure  civilian  technicians 
were  in  fact  mobilization  assets  in  time  of  national  emergency,  we  are 
requesting  a  modification  to  the  law  that  ensure  not  only  that  civilian 
technicians  will  be  a  mobilization  asset  but  will  also  eliminate  most  of  the 
current  negatives  resulting  from  application  of  the  existing  language. 

The  following  is  our  proposed  language,  which  will  ensure  that  civilian 
technicians  are  available  upon  mobilization  while  allowing  the  flexibility 
necessary  to  provide  promotional  opportunities,  reassignments  between  troop 
program  units,  transfers  to  the  Individual  Ready  Reserves  (IRR)  or  Retired 
Reserves.  Most  important,  it  will  provide  greater  flexibility  to  both  the 
managers  of  the  technician  progreun  and  civilian  technicians  themselves  and 
will  prevent  the  loss  of  retirement  benefits  for  civilian  employees. 

"None  of  the  funds  appropriated  by  this  Act  should  be  obligated  for  the 
pay  of  any  individual  who  is  initially  employed  after  date  of  enactment  of 
this  Act  as  a  technician  in  the  administrative  and  training  of  the  Army 
reserve  and  the  maintenance  and  repair  of  supplies  issued  to  the  Army  Reserve 
unless  such  individual  is  also  a  military  member  of  either  the  Ready  Reserve 
or  the  Retired  Reserve.   As  a  condition  of  employment,  civilian  technicians 
hired  after  this  date  of  enactment  must  continue  to  maintain  status  as  a 
mobilization  asset." 

It  is  imperative  that  we  bring  to  this  committees  attention  that  in 
Operation  Desert  Shield  and  Desert  Storm  nearly  1,600  Individual  Mobilization 
Augmentees  (IMA),  1,400  Retirees  (Retired  Reservists),  17,000  members  of  the 
Individual  Ready  Reserves  (IRR)  and  650  units  were  activated.   By  allowing 
civilian  technicians  to  be  members  of  any  of  these  elements  of  the  Army 
Reserve  would  resolve  many  of  the  current  problems  we  have  addressed  while 
posing  no  negative  impact  on  readiness. 
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One  additional  point  that  needs  mentioning  is  that  by  changing  the  law, 
additional  drilling  positions  may  be  freed  up  which  would  slgnifically  lessen 
the  negatives  soon  to  be  faced  by  thousands  of  active  components*- and 
drilling  reservists  as  a  result  of  the  proposed  downsizing. 

RECOMMENDATIONS 

1.  No  additional  funds  be  provided  for  any  AGR  growth.   Accomplish  any 
downsizing  determined  to  be  necessary  of  the  full-time  support  progreun  by 
elimination  of  high  cost  non-deployeible  AGR  positions.   Allow  AGRs  in  these 
positions  to  apply  for  deployable  civilian  technician  positions. 

2.  Enforce  the  current  language  written  by  your  committee  which 
prevents  conversions  of  civilian  positions  to  military  and  emphasize  the  fact 
that  conversions  are  not  allowed  by  any  means. 

3.  Seek  changes  to  the  negatives  Impacting  on  civilian  technicians. 

4.  Modify  the  8  December  1983  Law. 

5.  Conduct  extensive  hearings  on  the  full-time  support  program  in  the 
National  Guard  and  Reserves. 

This  concludes  my  statement.   I  would  like  to  thank  the  Chairman  and  the 
members  of  his  committee  for  their  continued  support  of  the  civilian 
technician  progrcim. 
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DEPARTMENT  OF   THE   ARMY 

lieAOOUARTEnS.    UNITED    STATES    AOMV    RESEHVE    COMMAND 
FORT    MCPMEnSON.    GEORGIA    30330-SOOO 

,,rt.Tto  S:     27    Aug    92 

ArttttnoHor 

AFRC-FDM-M   (570-4 a)  !\\)C> '''-'''' 

MEMORANDUM  VoR 

Conunander,  77th  U.S.  Army  Reserve  Command,  ATTN:  AFKA-ACA-RM 

Ernie  Pyle  USAR  Center,  Fort  Totten,  Bldg  200,  Fort  Totten,  NY 

11359-1016 
Commander,  79th  U.S.  Army  Reserve  Command,  ATTN:  AFKA-ACB, 

Bldg  176,  Naval  Air  Station,  Willow  Grove,  PA   19090-5110 
Commander,  94th  U.S.  Army  Reserve  Command,  ATTN:  AFKA-ACC-RM, 

Hanscom  Field,  Bldg  1607,  Hanscom  AFB,  MA   01731-5290 
Commander,  99th  U.S.  Army  Reserve  Command,  ATTN:  AFKA-ACE-RM, 

Bldg  S-5,  U.S.  Army  Support  Center,  Oakdale,  PA   15071-5001 

SUBJECT:   FY  92  Medical  Force  2000  Full-Time  Support  (FTS) 
Staffing  Requirements 

1.  In  coordination  with  the  FORSCOM  and  USARC  Surgeon  Offices, 
DCSFOR  Medical  OI ,  the  Manpower  Division  has  developed  new  FTS 
Staffing  requirements  for  those  medical  units  scheduled  to 
activate  and/or  convert  with  an  EDATE  of  September  1992. 
Enclosure  1  identifies  FTS  Minimum  Essential  Staffing  (MES) 
manpower  requirements  for  the  322d,  405th,  339th,  331th,  and 
376th  Medical  Hospitals. 

2.  The  "AUTH"  column  identifies  recommended  positions;  however, 
the  AGR  authorizations  may  be  realigned.   DA  Forms  2028  detailing 
these  changes  must  be  received  by  this  office  NLT  27  Aug  92. 
Although  civilian  positions  are  indicated  in  the  model  as  MES, 
Military  Technician  (MT)  resources  are  not  available  at  this 
time.   They  will  be. ranked  as  a  USARC  cojnmand  priority  if  MT 
resources  become  available  as  a  result  of  the  final  end  strength 
guidance  which  is  based  upon  FY  93  DOD  appropriations. 

3.  For  further  information  contact  Mr.  Dan  Larrick,  DSN  367-6683 
or  commercial  (404)  669-6683. 

FOR  THE  COMMANDER: 


End  DAVID  H.  JOHNSON 

Colonel,  GS 

Deputy-jChief   of    Staff, 
Force   Development 


888 


UIC/UNIT/AUTH  STR 

LOCATION 

WSB2TO/322  MED  HOSP  (HUB)/405 

PICATNY,  NJ        79  ARCOM 


FY    92 


SRC    MODEL    STAFFING 
08736L300200 
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MED  OPS  OFF, 04 
OPS  SGT,E7 
SUPPLY  SGT,E6 
PSNCO,E7 
UNIT  CLERK, E5 
PNT  ADMIN  OFF, 03 
PNT  ADMIN  NCO,E7 
HLTH  SVC  OFF, 04 
MED  SUPPLY  SGT,E7 
MOTOR  SGT,E7 
EMER  TRMT  NCO,E6 
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LOCATION 

HSB2AO/322  MED  HOSP  (HUS)/180 
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UIC/UNJT/AUTH    STR 

LOCATION 

WSB2BO/322  MED  HOSP  (HUM)/184 

LANCASTER,  PA       79  ARCOM 


FY    92 


SRC    MODEL    STAFFING 
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MED  OPS  OFF/03 
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HARTFORD,     CT  9  4    ARCOM  FY    92 
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UIC/UNIT/AUTH  STR 

LOCATION 

WRV8A0/405  MED  HOSP  (HUS)/180 

H  HAVEN,  CT      94  ARCOM 


FY    92 


SRC    MODEL    STAFFING 
08737LOOO2OO  ^ 

TITLE 

MED    OPS    OFF/ 03 
DET   NCO , E7 
SUPPLY    SGT,E5 
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UIC/UNIT/AUTH  STR 

LOCATION 

WSCAAO/339  MED  HOSP  (HUS)/180 


ERIE,  PA 


99  ARCOM 


FY  92 


SRC  MODEL  STAFFING 
08737L000200 

TITLE 

MED  OPS  OFF/03 
DET  NCO,E7 
SUPPLY  SGT,E5 
PNT  ADMIN  SPC,E4 
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UIC/UNIT/AUTH  STR 

LOCATION 

WSCATO/339  MED  HOSP  (HUB)/407 

PITTSBURG,  PA       99  ARCOM 


FY  92 


SRC  MODEL  STAFFING 
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HLTH  SVC  OFF, 04 
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UIC/UNIT/AUTH    STR 
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WSCABO/339    MED    HOSP     (HUM)/184 

PITTSBURG,     PA  99    ARCOM 
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UNIT    ADMIN, GS07  01 

UAT,GS05  01 

TOTAL:  10 


AUTH 

MES 

01 

XY 

00 

oir.v 

XY 

00 

00 

■  •< 

01 

XY 

00 

00 

00 

XY 

00 

XY 

03 

REMARKS 
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UIC/UNIT/AUTH    STR 

LOCATION 

WSB8B0/331    MED    HOSP     (HUH)/184 

UTICA,     NY 


FY    92 

7  7    ARCOM 


SRC   MODEL    STAFFING 
08737L000200 

TITLE 

MED  OPS  OFF/03 
DET  NCO,E7 
SUPPLY  SGT,E5 
PNT  ADMIN  SPC,E4 
MED  SUPPLY  SGT,E5 
CLIN  HEAD  NURSE, 04 
EMER  TREAT  NCO,E6 
WARDMASTER , E6 
UNIT  ADMIN, GS07 
UAT,GS05 

TOTAL : 


^AD  3 

REQ 

AUTH 

MES 

01 

01 

XY 

01 

00 

01 

01 

XY 

01 

DO 

01 

00 

01 

01 

XY 

01 

00 

01 

00 

01 

00 

XY 

01 

00 

XY 

10 

03 

REMARKS 


UIC/UNIT/AUTH  STR 

LOCATION 

WSB8TO/331    MED    HOSP    (HUB)/408  FY    92 

UTICA,    NY  77    ARCOM 


SRC  MODEL  STAFFING 

08736L300200 

FAD  3 

TITLE 

REQ 

AUTH 

ME 

SSA.GSIO 

01 

00 

XY 

SAA,GS07 

01 

00 

XY 

XO,06 

01 

00 

MED  OPS  OFF, 04 

01 

.   01 

XY 

OPS  SGT,E7 

01 

00 

SUPPLY  SGT,E6 

01 

01 

XY 

PSNCO,E7 

01 

01 

XY 

UNIT  CLERK, E5 

01 

00 

PNT  ADMIN  OFF, 03 

01 

01 

XY 

PNT  ADMIN  NCO,E7 

01 

00 

HLTH  SVC  OFF, 04 

01 

01 

XY 

MED  SUPPLY  SGT,E7 

01 

op,.. 

MOTOR  SGT,E7 

01 

00 

EMER  TRMT  NCO,E6 

01 

00 

ASST  CH  NURSE, 05 

01 

00 

ASST  CH  WARDMSTR,E7 

01 

01 

XY 

HOSP  ADJ,04 

01 

00 

UNIT  ADMIN, GS07 

01 

00 

XY 

UAT,GS05 

01 

00 

TOTAL: 

17 

06 

REMARKS 


MT   CONFLICT.       PL   98-212 


UIC/UNIT/AUTH  STR 

LOCATION 

WSB8AO/331  MED  HOSP  (HUS)/180 

BINGHAMPTON,  NY       77  ARCOM 
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SRC    MODEL    STAFFING 
08737LO0O1OO 

TITLE 

MED  OPS  OFF/03 
DET  NCO,E7 
SUPPLY  SGT,E5 
ADMIN  SPC,E4 
MED  SUPPLY  SGT,E5 
CLIN  HEAD  NURSE, 04 
EMER  TREAT  NCO, E6 
WARDHASTER,EG 
UNIT  ADMIN, GS07 
UAT,GS05 

TOTAL: 


JAD  3 
REQ     AUTH   HES   5 


01 
01 
01 
01 
01 
01 
01 
01 
01 
01 
10 


01 

00 
01 
00 
00 
00 
00 
01 
00 
00 
03 


REMARKS 


XY 


XY 


XY 
XY 
XY 


UIC/UNIT/AUTH  STR 

LOCATION 

WSA3A0/376  MED  HOSP  {HUS)/180   FY  92 

LIVERPOOL,  NY  77  ARCOM 


SRC  MODEL  STAFFING 
08737L000200 


TITLE 


FAD  4/5 
REQ     AUTH   MJES   4 


REMARKS 


MED  OPS  OFF/03 

01 

.  01 

XY 

DET  NCO,E7 

01 

00 

SUPPLY  SGT,E5 

01 

01 

XY 

PNT  ADMIN  SPC,E4 

01 

00 

MED  SUPPLY  SGT,E5 

01 

00 

CLIN  HEAD  NURSE, 04 

01 

00 

EMER  TREAT  NCO,E6 

01 

00 

WARDMASTER,E6 

01 

00 

UNIT  ADMIN, GS07 

01 

OOt 

XY 

UAT,GS05 

01 

00  ' 

XY 

TOTAL: 

10 

02 

894 


LOCATION 

WSA3TO/376  MED  HOSP  (HUB)/427 

MALONE,  NY       77  ARCOM 


UIC/UNIT/AUTH  STR 


FY  9  2 


SRC  MODEL  STAFFING 
08736L300200 

A 

TITLE 


J'hD    4/5 
E£Q     AUTH   MES   10 


XO,06 

01 

01 

XY 

MED  OPS  OFF, 04 

01 

00 

OPS  SGT,E7 

01 

01 

XY 

SUPPLY  SGT,E6 

01 

01 

XY 

PSNCO,E7 

01 

01 

XY 

UNIT  CLERK, E5 

01 

01 

XY 

PNT  ADMIN  OFF, 03 

01 

00 

PNT  ADMIN  NCO,E7 

01 

00 

HLTH  SVC  OFF, 04 

01 

01 

XY 

MED  SUPPLY  SGT,E7 

01 

00 

MOTOR  SGT,E7 

01 

00 

EMER  TRMT  NCO,E6 

01 

00 

ASST  CH  NURSE, 05 

01 

00 

ASST  CK  WARDMSTR,E7 

01 

01 

XY 

HOSP  ADJ,04 

01 

01 

XY 

UNIT  ADMIN, GS07 

01 

00 

XY 

UAT,GS05 

01 

00 

XY 

TOTAL: 

17 

08 

REMARKS 

CODE  43.   FILL  AT  ONE  GRADE  LOWER 
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Co^t-  oh    ^^1^ 


DCrENSE  riNANCE  AND  ACCOUNTING  ScMVICE 


.*^" 


fc»'-  INDIANAPOLIS   CI-NTfn 

iNoiAiJAPous.  IN    HBJ^n-eoni 


SUn.lECT:  PEnSONAl  STATEMENT  Or  MILITAIIY  C0MPENSA1ION 


SSQ'  /^Cp 


V 


ThU  slnlnmrnl  is  providri)  you  al  Ihp  ditrrlinn  ol  Ihr  US  Cniiqrp^v  wliirli  Ims  appicvpH  ils  Immal  ami  '^""•'•"'s 
Allhoiigh  we  ais  oBneially  awato  nl   our  ovRrall  rnmp(.nsnlmn.   llinti-  ir;  iin  n..r  plarc  wl.r.r  w'p  ran  wp    I   all  LippllM-t. 
Oiir  annual  W-2  Slalenisnl  ol   Taxable  Wages   shows  only  basic  pay.   liirpnlivp  pay  aiiH  sppii.al  pny      NpiH.pt  mn  vv-7 
mw  our  lonvo  and  Haining  Slalen.niil   (lES)   shows   Ihp  imii.pr.l  cninppnsalion  ilpnis   Ihal  Inr.pasp  niii   sppmlahlp   u.i  nn.p 
There  are  many  possible  ways   to  coMipgIn   lolal  compeiisalion  valop;  wc  have  hied  In  show  IIipsp  values   in  a  way  \.;r.l 
will  mean  Ihe  mosi  to  yoti. 

SUMMARV:  Your   annual  diienl  pay   as  ol   .11   .lanuaiy    l!I<ll S      .■?3>ri3    ."">"  •T"'!"    'J 

Added  value  ol   aridilionnl/indimrl   rompensalion S      J.P^Ai.^.!'-  "" 

SUBTOTAL S     I.  ?  1 00  .  7  J 

Adililional  consideralions/programs  (Yoiit  Eslinialn). S ^  '"'' 

TOTAL  COMPENSATION • — —- - 

The   added  value   shown  is   an  eslimale  ol   Ihe   anmunis  you  would  have   lo  p.ny  earh  year   lot   majni   enlillpinenl  pmgt.-.ms 
il   ll.c  Govommenl  dirt  nol  provide  Ihein  for  you      The  lollovi'ing  iidorioalir.n  piovi.lns   nin:e  ilelails  on  l.ie  value  nl   yoirt 
personal  compcnsalion  and  a  chanr.e   lo  add  up  Ihe  value  ol  olhcr  progiams   available   lo  you 

.  DineCT   COMPrNSATlON   AS  or    3  1   JAI-IUAHV    1S!II   (Nnip    I) 

A     _Mi'J  ITy»nY_CAY     This  Iptrn  describes  Ihe  basin  elenienls  ol  rompensalion  paid  lo   ail   inlliiaiy  iiie-licis      II   inr lodes 
Oasir  Pay  "the  value  nl   Irving  qoailers  or  Hasie  Allowanre  lor  Ouailers   (nAd).   Ihe  value  nl   meals  luinishcH  m  Basic 
Allowani:o  lor  Subsislence   (BAS),   Ihe  CONUS  Variable  llousino  Allowance   iVMA)   and/ot   Ovpisras   Slalion  llousmg 
Alldv/ancc  (IIA).  and  Ihe  amount  ol  additional  Tederal  tat  ynu  would  have  lo  pny  II  your  iiuaileis  Ol  DAM.  r.ieals  or  BAS. 
:ONUS  VUA  Biid/or  overseas  HA  weie  taxed.     Your  Military  Pay  l.s: 

Monthly  AiHiiial 

Pate  !'aln 

BASIC  PAY Wole  ?)  S        lf>?9.00  iqf.'rO.on 

BAH  or  nuailers  valued  al  BAD  lale (iJnte  3)  MO.  50  5OJ7.O0 

DAS  or  meals  valued  si  BAS  latn W"'"'  31  215- Hi  J5.T3IO 

VllA  and/or  HA  35Bf>9  'OO'iJB 

Federal  Tax  Advantage      IVABRIED        C2      EXEMPTIONS  S 1^.85 iZ?iJO 

TOTAL  MIUTAMY  PAY  IIZIZIZ" " S       7770.11!  33193   50 

•     JMCEtiTM-Al'lIL.SIIECI&LJj^y-     This  pay  is   in  addilion  lo  Mililaiy  Pay   lor  people 
1  certain  skills   and  esslgrmmnls.     Not   nil  membnrs   get   lliis  pay.     Yoirr  monthly 
iccnIivB  and  special  pay  is  as  lollows: 

TOTAL  INCENTIVE  AND  SPECIAL  PAY S 

TOTAL  OinECT  COMPENSATION S L'i^liL     _J.il.21:.-:!l ._ 

>ic   1:        Pay  items   on  your  31   January   1951   LES      Maiilal   slalus   and  expmplirms   taken   linm  yout   (edei.il  lax  reroids 

Annual  rales  lor  HA.  COLA  and  enllsleil  BAS  arc  lor  .T6S  days,  md   1?  times  .leimniy  31  >liy  lale. 
■l3  2:        ilasic  Pay  lor  ollirers  in  llic  ranlcs  ol  lieutenard  General  and  bitiher  is  capped      llie  amo'.ird  rpllarle.l  li.-ie 

reprosoiil  Ihe  rodncod  nmoiint. 
le  y.        W  BAO  or  BAS  was  nnl  in  eflecl  on  31  January'.  w.->  nssumed    -r  lereivpd  n"a:leis  '■■'  i'"-il'-  v-iil!i  ni.n.:i  ■ - 

liS   l.iurh  as  BAO  or   BAS      tl  you  received  nailial   llAd    ." 

IfiO.^tll.^r    rrtti..!.!..    - 
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/ 


AUDIT  ION  AL/IPJDiriECT  COMPENSAI  lOM 

:/ 

Yow  (litscl  componsslioti  Is  supplomenlnd  by  spprial  allnwancE.  rrli:cinni!.  lii-aUli  rstr.  and  nlhcr  pin(iiaiiis.     Ihptn  Snvp 

«  cish  vnliic  lo  you  In  terms  o(  spnnrlMiic  inromc.     lliny  sie  9  rnol  ai',il  iinjinilniil  pail  nl  your  rninpdisalinn.  am!  siiciilil 

Im  considotoiJ  in  odding  up  yoiK  real  pay  vnlire.  ,.    .. . 

K'Vihllil/  Aiinlnl 

^  Haip i;^?:c_ 

A.     ALLOWANCES.     In  arfdilftin  lo  yoiir  Mililaiy  Pay.  rnrUiii 
spnclal  allnwancns  may  be  aulhniiird.     Thpsc  may  innliidp  a  r.ost 
f)(  livinj  allowance  in  r.erlain  overseas  aicss.  lamily 
scparalion  allowance,  clolbing  rcplareineni  allnwanrc.  nic 
These  albv/anccs  are  listed  on  yoirr  LF.S.     (Note   I.  page   l| 

TOTAL  ADDITIONAL  ALI.OWAKtES  _ j  W.l^      S         ;l.f..l-i 

0.     HETJUEMRNI.     Voii  can  rnlire  alter  7(1  years  o(   service   and  rnrcive  a 
moiilidy  payment  eqwal  lo  50%  ol  your  basic  pay  lor  tlin  lest  nl  yriiii 
lile.     Tor  each  year  alter  JO.   another  ?.5%  is  added,  mi  lo  a  maiimuin 
ol  75%  at   .10  years  ol   serwice.     Ill  ynii  liisl  tiecame   a  member  nl   tlie 
u.iilnrmed  service  on  or  alter   I   Aiiq  Bfi,   this  pncnntaqe  will  he  rrtliicnil 
by   1%  lor   earli  year  short  ol   30.   i.e.   10  yeais   -    <ll%.   7<1  veais    -    711% 
until  you  reach  age   B?.     At   age  6?  your  icliicd  pay  vvill  tie  inrieasnd  In  Ihp 
lull  peicenlagej     Civilians  in  Civil   ."^er/ice   and  many  piivale  companies  have   In 
pay  into  their  letiremenl  plan  and  most  have   lo  v/ail  unlit   age   55  oi   Ii5  In  hpi|in 
gelling  retire*!  pay.     These  are  ciiirent  ninnlhly  retired  pay  amomits  lor   lyin;:.il 
ictliing  milltaty  people;     E-6  (70  YOSI   -   SR5.1im:  C-S  (7S  VllSt   -   Sl.lWt.llll 
Under   a  plan  like  tlie  Federal  Employee  Helirempnt   System,  ynii  would  have  In  pay 
7.P5%  ol  your  pay  every  month  lovvard  yow  reliiemenl.       Compare   lo  Ihis.  yniii 
military  retirement  means  monthly  savings  as  Inltovvs: 

7.B5%  X  S       1629.00         Ibasic  pay) .5  U'l.f-?      S       I'i95.l>'i 

C.  MEUICAL  CAPE.     The  wotlh  ol  yoiii  medical  coveiage  depends 
on  how  much  you  use  it.     However,  since  your  majoi   medical 
needs  are  provided  (or.  there  Is  no  need  lor  you  In  cany 
irieiiical   insurance  available  to  civilians  langing  Irom  no  cost 

to  alt   cost   (or  tlie  employee.     In  Civil   Service,  one  plan  llial 

(;ivns   aboot  the  same  medical  coverage  costs   the   employee  S^5  011 

avery  Iv/o  weaks  lor  a  single  person  and  SI9!).!)3  lor  a  lamily.  .| 

Cnmparnd  with  Civil   Service  health  care,   the  niililary  health 

care  syslem  Saves  you  S7.491   (single)  or  S5. I9R  (lamilyl  each  yeai 

(26  pay  periods  times  S95.80  or  S  199.93) $  'i.U    'f      S       .r,  II^.IR 

D.  CEATII  AND  SUnVIVOn  mOGRAMS.     II  you  die  on  active  duly  yoiii 

survivors  are  efigib'le  lor  lile  insurance   and  other   payments.  j 

You  may  buy  lile  insurance  up  to  550.000  at  a  very  low  cost.  \                  i 

Also,   yoiir  dependents  would  receive  a  death  gratuity  ! 

(S3.ntl0l  and  monthly  Dependency  and  Indemnily  Compcnsatinn  I 

(Die)  paynients.  ranging  liom  S5B<  lor  an  F-t  to  S'70  lot   w^  ! 

E-9.     Past  studios  have  shown  that  the  aveiage  mililnry  ineiidier  '    •              • 

would  have  to  pay  about  2  4%  nl  his  or  bur  basic  pay  in  ntira  I 
insurance  costs  to  got  the  same  covcifge. 

2.4%  X  S         I629OO  (basic  pay) %        '       .^9    1"$  '-f-g.^O 

E.  SOCIAL  SECURITY  COVCITAGE      Mililaiy  people   are  eliqil.io   Inr  old  aqe.  rnllremonl. 
anj  disability  benelits  on  tlie   same  basis   ss  civilians      the  tinvernmni-.t  cnntiiimirs 

lo  the  menilmrs  Social  Securily  Oenelits.     In   1991.  this  ainoiin:.-  to  7  Br>%  ol  basic  , 

psy  lor  taK.Milc  wages  up  to  S53.400  and  1.45%  ol  basic  pay  tor  taxable  vvagc;  .       '     \    i    i      t 

jraatcr  than  S5.T.400  up  lo  $125.000 ^       '      '^''^^    >         Im^j.'i,' 


s 

71.7 

77 

S 

Rnof, 

(.1. 

S 

?77" 

18 

< 

_3l'.^3 

<■,?. 

s 

•  35'? 

'lO 

s 

'i2!0.T 

11 

INOmECT  COMPENSATION  (A  •  0  •  C  •  II  •  El _ 

DlPiECT  COMPENSATION  (Irom  page   1) 

TOTAL _ - -  

OTIIEH  CONSIDEnATIONS: 

In  .-(I'liiin  up  Ihe   Int.rt  woilb  n(  your  compensation  p.irtr.ige.  you  also  nerd  lo  rnnsirlni   (he  m.iny  oiler   piopia^ns   an.l 
fiM'.ilopes  yiu  have   such  as   ttiosc  shnv/n  on   the  lu.Ti  jLige.     Ti-eii   l:i:r  vii:lh  v.ilt  l:e  i'illn:rnl   Ini   pniti  ;icisnn:. 
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ADDITIONAL  CONSIDERATIONS/PROGRAMS  Your  Eslimale 

01  Annual 
Value/Savings 
*iDB_S£nUBlIY     Steady  income,  pay  raises  each  year,  longevity  increases,  competitive  promotion 
opporlirnilies. 

STATE/LOr.AI  TAX  ADVANTAGES.  Besides  being  exempt  (rom  Federal  taxes,  BAa  BAS,  VtlA.  overseas 
allowances,  and  in-kind  lood  and  housing  are  not  subject  to  Slate  or  local  income  taxes.  Depending  on 
the  lax  laws  o(  your  place  ol  legal  residence,  this  can  save  you  hundreds  ol  dollars  each  year.  ^  

BQfjUS,     A  signilicani  pay  item  lor  many  military  members  (principally  enlisted)  is  a  bonus      II  you 

received  an  enlistment  or  re'enlislmeni  bonus  or.  it  applicable,  an  ollicer  bonus  (may  be  aulhorized  lor  j 

scientific/technical  ollicers).  you  should  include  the  amount  in  (his  section.  

COMMISSARY.     In  commissaries  you  buy  tood  at  cost  plus  live  percent.  This  is  because  each  year 
Congrpss  provides  funds  lor  employees'  salaries.  Iransporlalion  and  other  costs.     On  the  average,  each 
dollar  spent  in  the  commissary  means  twenly-live  cents  in  cost  savings 

Commissary  Monthlv  Purchase  r.pmml??OT  Savings 

S500  $125 

40D  100 

300  75  J 

200  50 

EXCHANGES.  Oiler  you  savings  in  excess  ol  20%  compared  wilh  prices  in  commercial  stores   --  more 
if  sales  lax  is  charged  in  off-post  establishments.  The  20%  or  greater  savings  is  an  average  and  will  be 
more  on  some  items  and  less  on  others      If  you  spend  the  following,  your  savings  approximate: 

Monthlv  Purchases  Monthlv  Savings 

20%  Rate  24%  Rate        28%  Rate 

S400  S  80  $  96  $112 

300  60  72  84  S 

200  40  48  56  

IFAVF  AND  HOLIDAYS.  Military  members  are  enlittcd  to  30  days  ol  leave  a  year  (including  Saturdays 
and  Sundays)  plus  ten  holidays  There  is  no  limit  on  Ihe  number  of  sick  days  you  may  he  authorized 
by  medical  authorities.     Members  receive  lull  pay  and  allowances  during  all  authorized  absences  $ 

RETIRED  PAY  INCREASES.     To  protect  retired  members'  purchasing  power,  military  retired  pay  is  adjusted 

periodically,  based  on  the  increase  in  the  Consumer  Price  Index  (CPU,  _^ 

SURVIVOR  BENEFIT  PLAN  (SBP).     Retirees  can  guarantee  their  dependents  a  share  ol  their  retired  pay  by 

signing  up  lor  the  survivor  benefit  plan     The  maximum  annuity  is  equal  to  55%  of  retired  pay.     Just  as 

wilh  retired  pay.  this  annuity  is  adjusled  periodically  based  on  increase  in  the  CPI      II  you  die  on  active 

duly  and  al  Ihe  time  ol  your  death  you  have  20  or  more  years  ol  service,  your  survivor  will  gel  an  anmuly 

equal  to  Ihe  dillerence  between  the  dependency  and  indemnity  compensation  payment  and  Ihe  maximum  SBP     _ 

payment.     This  coverage  while  on  active  duty  is  al  no  cost  to  you.  _^ 

EDUCATION  PROGRAMS.  Members  in  authorized  ofl-duty  education  programs  may  have  75%-90%  ol  their 
tuition  paid  by  the  govemmeni  depending  on  grade  and  years  ol  service.  Members  who  entered  service 
belorc  1977  can  gel  up  to  45  months  ol  educational  credits  at  about  $432  per  month  Members  who 
established  their  Veteran's  Educational  Assistance  Program  (VEAP)  account  before  I  July  1985  may  earn 
educational  benctits  worth  up  to  $8100.  In  addition,  some  qualilying  members  receive  a  supplement  to 
basic  VEAP  ol  up  to  $18,300.  Members  who  entered  service  alter  1  July  1985  may  be  eligible  for  the 
new  Gl  Bill  benelils  ol  Irom  $250  to  $700  per  month  depending  on  conditions  of  enlistment.  Members  $ 

assigned  overseas  are  provided  space-required  schooling  for  their  dependents. 

MORALE.  WELFARE  AND  RFCRFATION  (MWR)  ACTIVITIES      Base  theaters,  howling  alleys,  golf  courses    hobby 

shops,  child  care  centers,  etc,  oiler  services  and  entertainment  at  a  much  lower  cost  than  most  oil-base        5 

facilities.  


COUNSELING  AND  ASSISTANCE  PROGRAMS     Military  members  can  get  free  legal  counseling  and  assistance, 
education  services  counseling,  and  may  be  provided  personal  linancial  management  (raining  where  available.       S 
Emergency  loans  and  grants  may  be  provided  by  the  Army  Emergency  Relief.  — 

SPACE  AVAILABLE  TRAVEL.     Members  on  leave  may  travel  space-available  on  MAC  aircraft.     A  SIO  lee  is 
charged  lor  each  trip  outside  the  CONUS.     This  can  provide  substantial  savings  over  commercial  lares  where     5 
MAC  terminals  are  accessible. 
(Add  Ihis  amount  to  Summary  Total  on  page  1)  TOTAL  VALUE  OF  ADDITIONAL  CONSIDERATIONS/PROGRAMS 


$ 
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ADDITIONAL/INDIRECT  COMPENSATION 


'^-\ 


I 
imponsation  is  supplomeiiind  by /special  allowance,  teli'cmonl.  ImalHi  carp,  anil  olhnr  prnqrams      Tncsc  Ii.t/r 
to  you  In  letms  ol  spcmlablo  iiicopne.    They  are  a  tpal  ami  imporlani  pari  ol  yniif  compcisalion.  anil  slimild 
in  sdriina  un  vour  real  Dav  voiim. 


\. 


Your  direct  com] 

a  cisli  value  to  you  in  letms  ol  spcmiaoio  iriD 

l>e  consirtorod  in  adding  up  your  real  pay  value 


Mniilhly 
Hale 


Annual 
Rale 


A     AUOWANCES      In  addilion  (o  yoor  Military  Pay.  enrtain 
special  allowances  may  b*  authoriied     These  may  include  a  rnsi 
ol  living  allowance  in  certain  overseas  aieas.  family 
separation  allowance,  clothing  replacement  allowance,  etc 
Those  ellowances  ore  listed  on  your  LES.     (Note   1.  page   I) 

TOTAL  ADDITIONAL  ALLOWANCES  j 

0.     DEIIQEMENL    Vou  can  retire  alter  70  years  ol  service  ami  lereive  a 
monthly  payment  equal  to  50%  ol  your  basic  pay  Inr  Ihe  rer.l  nl  ynut 
lilc.    For  each  year  alter  20.  another  2.5%  is  added,  up  to  a  ma»iniiMn 
of  75%  at  30  years  of  service.     (M  you  first  became  a  member  of  the 
uniformed  service  on  or  after   I  Aug  8G.  this  percent.ige  will  he  reduced 
by   1%  lor  each  year  shorl  ol  30,  i.e.  20  years   =    <0%.  29  years   =    7f  5% 
unlit  you  reach  age  B2.     Al  age  62  your  retired  pay  will  be  inceased  lo  the 
full  percentage.)     Civilians  In  Civil   Service  and  many  private  cnnipanlrs  have  In 
pay  info  their  retirement  plan  and  most  have  to  wail  until  aqe  55  n'  liS  In  begin 
gelling  retired  pay.     These  are  currenl  monthly  retired  pay  ainounls  lor  typical 
reliring  military  people:     E-6  (20  YOS)  -  SSr.JTrO:  E-9  (2B  YOS)   -   SLRHinn 
Under  a  plan  like  the  federal  Employee  tietiremenl  System,  you  would  have  lo  pay 
7.65%  of  your  pay  every  month  toward  your  retiromenl.       Compare  tn  Ibis,  your 
military  retirement  meaiis  monthly  savings   as  loMows; 

7.65%  X  S  ,    1629.00         (basic  pay). S 

C.     MEDICAL  CAFIE.     The  worth  of  your  medical  coverage  depends 

on  hov/  much  you  use  it.     However,   since  your  major  medicaf 

needs  are  provided  (or,  there  is  no  need  for  you  tn  carry 

medical   insurance  available  to  civilians  ranging  from  ho  rnsl 

to  all   cost  for  the  employee.     In  Civil  Service,   one  plan  ibal 

givpB  shciil  Ihe  same  medical  rovpraqe  costs   the  emplnyee  595  RO 

ever/  two  weeks  for  a  single  person  and  SI 99.93  for   a  family.  .| 

Compared  with  Civit  Service  boalth  rare,   Ihe   mtlilarv  health 

care  system  saves  you  S7..<9I   (single)  or  $5,198  (lamllyl  each  year 

(26  pay  periods  times  S95.80  or  $199.93) S 

D     DEATH  AND  SUnviVOR  PROGRAMS.     II  you  die  on  active  duly  your 

survivors   are  eligible  lor   lile   iosuiance   and  other  payments. 

You  may  buy  lile  insurance  up  to  550,000  at  a  very  low  cost.  i 

Also,  your  dependents  would  receive  a  death  graliiily 

($3,000)  and  monthly  Dependency  and  Indemnity  Compensation 

(DIC)  payments,  ranging  from  S56<  lor  an  E-l  to  S770  for  an 

E-9.     Past  studies  have  shown  that  Ihe  average  mililery  .T.ember 

would  have  to  pay  about  2.4%  ol  bis  or  her  basic  pay  in  extra 

insurance  costs  to  get  the  same  coverage. 


20,70     S        2I18.I1O 


12'i.f'2      S      I'i95.'iii 


I.  .1 3  .  1 0     S      5  1 98  .  1 F. 


2.4%  X  $        1629.00 


(basic  pay) 


E.     SOCIAL  SECURITY  COVERAGE      Military  people  are  eligible  for  old  age.  relitemenl. 
and  disability  benefits  on  the  same  basis  as  civilians      Ihe  nnvernmen;  coiitribules 
to  the  members  Social  Security  Benefits.     In  1991,  this  amounts  tn  7  55%  of  basic 
pay  for  lanable  wages  up  to  $53,400  and  1,45%  o(  basic  pey  tor  laxahie  wages 
greater  thaiv'  $53,400  up  to  $125,000 


5       '      39.  10   5         1.69   20 


S        1'.95''2 


INDIRECT  COMPENSATION  (A'B*C<D'E). 

DIRECT  COMPENSATION  (Ironi  page  I) 

TOTAL 


s 

■     I2li.63 

S 
J 

7li2.22 

2770,13 

$ 

.  35l2.'i0 

8906. 6 1. 
33193-58 


$     '12100.2; 


OTHER  CONSIDERATIONS: 


In  adding  up  Ihe  totaf  worth  ol  your  cnmpensafion  prrrk'-ge.  you  also  re<-d  lo  consider  the  m.iny  ntier  piograns  end 
privileges  you  have  such  as  those  shown  on  lie  next  pige      liieir  iiii,->  vmlli  v/ill  he  different  lor  eecb  peisoii. 
depending  on  use.     You  should  think  seriously  ahcut  how  imict-  you  mr.y  have  saved  by  using  llmse  p.ngisms  over 
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ADDITIONAL  CONSIDf OATIONS/rnOGnAMS  Vnm  nrlii-nii- 

t)l   Ai>!.u:il 

JQB_ TitnUnin-     Stosily  IncomB.   pay  raisns  cnrli  ypai.   Inn^niily  inrKiasi-s,   rninpplMlvp  prnlnplinii 
oppoMunilics. 

aME^inCALJAX-ADyANIAGIiri.     Bcsidns  lipiiui  nxpmpl  linm  rcilrral  \n-^r..  OAn.  HAS.  VIIA,  nvnt';p.-i!;  ■ 

sllowancfis.   and  In-kinil  food  and  Knilsinq  arp  iinl   siilijnrl   In  Slalp  m   liinal   Inrnnir   Iaxp5.     tlppeiirti  :;i  nii 

Iha  lax  laws  vl  your  plate  ol,  Ipgal  rpsidcncp.   Uiis  ran   save  ymr  luindrptlr.   nl   Hnllnis  pnpli  ypai.  S  \ 

JJCINIIS.     A   siutiiMcard  pay   ilpm   tm    many   mililary   nipinljprs    (piinripally   pnlislnd)    is    a  lionlis       H   ynii 

rorcivpri  an  enlislmpnl  ot  tppnlislnipnl  honns  nl.   il   appliralilp.   an  nIMcpt  luiniir.   (may  lip   nirlli;iii?pd   In' 

scienlilic/lpclinicsl  ollicors).  ynii  slioiild  inpludp   llip   aniniinl   tn  this  snrlion  _* 

EflMMISo/I^RY.     In  nnmmlssatips  ynu  liciy  Innd  al   rnrl   plus   livp  pr-rrpnl    This   is  Inraiisp  naili  ynar 
Congtess  provides  lunds   lor  mnplnypps'   salaiips.   Iranspo'lalinn  nnd  n!lipc   rnsls.     On  Hie   nvpinflp.  nnch 
dollar  sppnl   In  Ihe  commissary  means   Iwpnly-live   conls   Ih  cosi   savings. 

CpmiiiLis.9iy_Monltily_Ln.i.cliBse  .t!!iiiii!i5,siiiv..Say.iiiP5_ 

5500  sur. 

^nn  itiO 

300  75  5 

700  'lO  

EJIiCHAUGES.  OUpr  ynli  savings   in  pxr^pss  nl   70%  r.nnipaipd  willi  piirrs   in  inninipirial   sloips   -  -    innrp 
il   sales  lax   is  charged  in  oll-posi   pslalilislnnpnls    llip   7il%  nr  grpalpi   savinir.   is   an  avpiagp   and  will  lip 
more  on  some   Hems   Shfi  Ipss   on  olltprs.     II   yotr  spend  Hip   Inllnwinn.   your   savings   nppioxinialp: 
/itailbkJElirthiscs  -  -  -   -   -  MonUilv  Savings-   ■    -   -  - 

2tt"/iLjl.ilf;  ?.iy<!.Sis\<:.  20%-na.le 

S<on  •                  S  an  s  gr,  sii7 

300                     po  n  o<  5 

200                   ^(\  tf\  '>(■  1 ^ 

l-E.(iliF-AND_HCI.IDAYJ?.  Mililaiy  memhers  are  pnlilled  In  311  th\/!.  nl  Ipnvp  a  yp.-.i  linrluding  ;;alniilays 
and  S'Jnriays)  pins  tpn  linliilays.  Thpre  is  no  limil  on  Ihe  r.iinthpr  nl  sirV.  rlays  ynu  n;.-.y  hp  atdhniitpil 
by  meiiical   aulhorilics.     Membets  receive   lull  pay  and  allowances  rluring  all   aurioiijril   ahspncps  •  $ 

RtllREDJAyJHCnEASF.S.     To  pmlerl   relired  inpniliprs'  purrliasing  pnwai    inllilaty  lelirnd  pay  is   adjipslpd 
periodically,  based  on  Ibc   increase   in  Hip  Cnnsunipr  Prirp   Inilpx   (LpII  ^ 

jSUnYLVDRJCUEtlLJ'LAtJ   ISnP).     HoliriPS  can  gipaianlee   I'lMr  dnppimenls   a  sliaip  nl   Iheif  tpllipd  pdy  by 
signing  up  lor  Ihe  survivor  beneltl  plan.     The  maximum   annuily  is   equal  In   riri%  ol   ipliipil  pay.     Jilsl   ps 
wilh  relirpd  pay.   Ibis   annuily  Is   adjusled  ppiioilically  based  nn  inrrea^p   in   Ibe  IPl.     II   ynu  dip  on   ai  live 
duly  and  al   Ibp   limp  nl   ynur  dcalb  you  have   70  nr   mmp  years  ol   peivice.   yniir   siuvivoi   will  g^l   an  annuily 
equal  lo  Ibe  dillerence  belween  Ihe  rlependency  atul  indpiniiily  compensalion  paymeiil  mid  Ihe  maxhiimn  ."SHP 
payment.     This  coverage  while  on  active  duly  is  al  ho  r:osl  lo  you.  S 

ZDIICADON.JlROGn&MS.     Members   In  aulboii^pd  oll-tluly  ediicalinn  prngian.s   may  have   7ri'V(.-!>n%  nl   llieii 

luilion  paid  by  the  govpninienl   depending  nn  grade   and  years  ol   SPivii:p,     Mpnibprs   who  enlnied  spivicp 

bolnre    1977   can  gel  up  In   <ri  monlhs   ol   educnlional   ;;redils   al   abniil   T-^T?   per   innnlli      Mpiiibeis  wlin 

esLiblishcd  Ihpir  Vslcran  s  Educniinnal  As5i';t.-iiice  rrograni   (Vf.M'l   a.-rounl   lielnie    1   July    igO'i  may  pain 

educational   benellls  worth  up  lo  SBIOO.     In   addilinn.   snnin  qilalilyi  .g  mcmlipis   lereivp   a   supplpnienl   In 

basic  VEAP  ol  up  lo  SI8..inO.     Members  who  enleied  service  alter   I  ,luly   IDns  may  hp  eligible  loi   Ihe 

new  Gl  Bill  benellls  ol  Iroin  $750  lo  $700  per  mniilb  depending  on  londilions  ol  enlistmenl    Members  5 

assigned  overseas  are  provided  spacc-rngiiired  schooling  Inr  their  dependents.  

MORALE  J.'ELCARLANDJJECnEATIDNJMWBLAC.ll.Vl.llES.    Case  Ihpaters.  bnwlii.g  alleys,  gnll  rnuisps,  l.nbliy 

shops,  child  care  centers,  etc,  oiler  services  anil  enleiTaininenl  at  a  miicii  Inwpt  cnsi  than  inost  oil-base        ^ 

laciliiies.  _1 

tDUiNSF.LIHa_AUD_ASSJSTAIHCE.fnOGnAMS.     Military  inr-mhcis  ran  gpt  tree  tr^qal  cpiniseliiig  and  nssislancp. 

criucalion  services  counseling,   and  may  lie  provided  personal  financial   nianagemeiil   training  where   available.        S 

Emprgency  loans  and  grnnis  may  be  pioviiind  by  the  Army  timeigpncy  Rpliel  

SE!AGLAVAll.AnLE_TnA.VJ:L      Memhcis  on  leave  may  tr.avpl   spate    available  un  MAI;   aircralt      A   JiO  lee  Is 

cl.stgpd  lor  each  trip  outside  the  CONUS     This  ran  provide  siihslanlial  savings  over  cn.-.nipicisi  lares  vvhnip     j 

l*iAC  leiminals   are  accessible.  

(Add  Ibis  amount  lo  Summary  Tolal  nn  page   I)  TOTAL  VAI.UE  Or  AIHIIIIOHAL  unJ.SIDE^lAIIONS/rilDnllAMS      ^ 
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[Clerk's  note, — The  following  statement  was  submitted  for  the 
record  by  the  Fleet  Reserve  Association:] 

COLA  REDUCTION 

WILL  DESTROY 

THE  MILITARY 

RETIREMENT  SYSTEM 


TO  THE 

HOUSE  APPROPRIATIONS 

SUBCOMMITTEE 

ON  DEFENSE 


BY 

NORMAN  E.  PEARSON 

NATIONAL  EXECUTIVE  SECRETARY 

FLEET  RESERVE  ASSOCIATION 


Not  to  be  released  until  made  public  by 
the  House  Appropriations  Committee 


FLEET  RESERVE  ASSOCIATION 

Serving  Career  Enlisted  Personnel 

U.S.  NAVT'U.S.  MARINE  CORPS'U.S.  COASTGUARD 

125  N.  West  Street,  Alexandria,  Virginia  22314 

(703)  683-1400 
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The  1992  national  election  campaign  highlighted  the  issue  of 
the  growing  national  debt  and  the  increasing  need  to  reduce  the 
national  deficit.   Following  the  election  and  the  commencement  of 
the  103rd  U.S.  Congress,  the  drive  to  reduce  government  spending 
and  the  national  deficit  was  in  full  swing.   A  major  target  of 
many  budget-cutters  is  the  Department  of  Defense  (DoD)  Budget. 
Reducing  the  cost  of  military  personnel  compensation  and  retire- 
ment is  seen  by  many  members  of  Congress  as  an  easy  source  of 
dollars  and  as  a  "solution"  to  curing  the  nation's  budget  woes. 
Much  of  the  discussion  about  defense  reductions  has  been  serious 
and  thoughtful,  but  most  of  the  actions  seem  to  be  reckless  and 
inaccurate,  when  it  comes  to  military  personnel  matters.   These 
proposed  actions  are  damaging  to  the  morale  of  the  armed  servic- 
es.  Critics  of  the  military  retirement  system  contend  it  costs 
the  government  to  much,  is  an  inefficient  force  management  tool, 
and  is  to  liberal  in  its  provisions. 

The  discussion  of  the  military  retirement  system  has  been 
waged  by  members  of  the  U.S.  Congress  and  their  staffs,  adminis- 
tration officials  and  defense  experts.   But,  few  have  paid 
attention  to  the  views  of  the  military  careerists,  and  retirees  - 
those  who  would  be  most  affected  by  any  changes  to  the  system. 
The  Fleet  Reserve  Association  an  organization  of  169,000  active 
duty,  reserve,  and  retired  personnel  of  the  U.S.  Navy,  Marine 
Corps,  and  Coast  Guard  plus  their  families  and  survivors  has 
prepared  this  testimony  for  three  primary  reasons: 

•  To  present  the  views  of  current  careerists  and  military 
retirees,  particularly  enlisteds,  on  military  retirement; 

•  To  contribute  a  more  sober  and  long-term-oriented 
understanding  of  the  present  military  retirement  system 
and  the  important  function  it  serves. 

The  Fiscal  1994  Budget  Resolution  (H.  Con.  Res.)  calls  for 
all  military  retirees  below  the  age  of  62  to  receive  half  of 
their  military  Cost-of -Living-Adjustment  (COLA)  until  they  reach 
the  age  of  62,  "Diet-COLAs. "   Under  the  guise  of  saving  money  and 
led  by  the  Budget  Committees,  the  U.S.  Congress  is  bent  on 
"cashing-in"  on  quick  savings  by  changing  the  military  retirement 
system.   Deferring  COLAs  for  young  military  retirees  would 
moderate  the  government's  cost  for  military  retirement;  however, 
the  drastic  changes  to  the  military  retirement  system,  as  now 
proposed,  would  significantly  reduce  retirement  benefits  for 
military  personnel,  and  negatively  affect  the  morale,  cohesion 
and  readiness  of  the  U.S.  Armed  Services. 

Congress  approved  COLAs  for  military  retirees  in  1958 
(Public  Law  85-422  enacted  1  June  1958)  and  set  in  place  a 
retirement  system  that  provides  for  annual  adjusted  retired 
benefits  to  automatically  protect  the  purchasing  power  of  initial 
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retired  pay.   Since  the  enactment  of  this  law.  Congress  has  tried 
many  times  to  reduce  this  important  benefit. 

The  Omnibus  Budget  Reconciliation  Act  of  1982  (Public  Law 
97-253  enacted  1  October  1982)  enacted  a  temporary  COLA  cap  for 
fiscal  years  1983-1984  and  1985  and  a  COLA  delay.   It  provided 
that  all  federal  retirees  under  age  62  were  to  receive  only  one- 
half  of  the  C.P.I,  increase;  retirees  over  the  age  of  62,  dis- 
abled retirees  and  surviving  beneficiaries  would  receive  the  full 
COLA.   Furthermore,  the  effective  COLA  dates  were  extended  from 
12  to  13  months,  versus  a  year,  as  the  March  1  effective  date  was 
extended  to  April  1,  1984  and  June  1,  1985.   The  half -COLA  for 
federal  retirees  was  patently  inequitable  for  military  retirees 
because  four  out  of  five  federal  retirees  under  the  age  of  62 
were  military  retirees.   Thus,  the  military  retired  community 
bore  the  brunt  of  the  savings  achieved  by  this  law. 

The  DoD  Authorization  Act  of  FY  84  (P.L.  98-94)  required  DoD 
to  round  down  to  the  next  lowest  dollar  military  retired  pay  and 
survivor  annuities.   It  also  directed  DoD  to  amend  the  six-month 
rounding  rule  to  provide  that  each  month  of  service  would  be  used 
to  compute  retired  pay  of  any  member  retiring  after  September  30, 
1983.   Again,  the  military  retirement  system  is  the  focus  of 
deficit  reduction. 

The  Omnibus  Budget  Reconciliation  Act  of  1983  (P.L.  98-270) 
delayed  the  annual  COLA  from  May  1  to  December  1,  and  changed  the 
basis  for  the  COLA  adjustment  to  match  the  change  in  the  consumer 
price  index  (CPI)  from  the  average  for  the  third  quarter  (July, 
August,  and  September)  of  one  year  to  the  next.   This  action 
resulted  in  the  permanent  loss  of  a  2.6  percent  adjustment,  which 
would  have  occurred,  if  the  change  in  CPI  from  the  last  adjust- 
ment (April  83)  to  the  beginning  date  of  the  new  CPI  base  figure 
(average  for  third  quarter  1983)  was  included  in  the  calculation. 
Military  retirees  again  were  forced  to  give  up  part  of  their 
benefits  for  deficit  reduction. 

The  Defense  Authorization  Act  of  1986  proposed  to  eliminate 
the  military  retired  pay  COLA  scheduled  for  January  1,  1987.   The 
final  Concurrent  Resolution  on  the  Budget  rejected  the  recommen- 
dation to  cancel  the  FY  1986  COLA,  indicating  initially  that  it 
would  be  paid  as  permanent  law  provided  on  January  1,  1986. 
However,  the  Balance  Budget  and  Emergency  Deficit  Control  Act  of 
1985,  also  known  as  the  Gramm-Rudman-Hol lings  (GRH)  Act  (P.L.  99- 
177;  December  12,  1985)  suspended  the  military  COLA  until  other 
provisions  of  the  GRH  Act  took  place.   Specifically,  subsection 
252  (a) 6(c)  of  GRH  provided  that  "the  amounts  that  would  other- 
wise be  expended"  during  this  period  would  be  withheld.   The 
President,  according  to  other  provisions  of  GRH,  determined  that 
the  payment  of  the  FY-1986  COLA  had  to  be  eliminated  to  assist  in 
reducing  the  FY-1986  Federal  deficit.   It  was  therefore  perma- 
nently canceled. 
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All  DoD  budget  requests  from  1983  (Fy-1984)  through  1986 
(FY-1987)  contained  COLA  related  proposals,  which  usually  had  the 
aim  of  postponing  or  eliminating  military  COLAs  to  save  money. 

President  Bush's  Budget  Proposal  for  fiscal  year  1991  would 
have  completely  eliminated  the  COLA  and  decreased  all  COLAs  after 
1991  to  one  percent  below  the  rate  of  inflation.   The  President's 
FY-1993  budget  again  attacked  the  annual  military  COLA  by  propos- 
ing a  provision  under  "technical  improvements  in  the  Budget 
Enforcement  Act"  to  eliminate  or  limit  most  exemptions  from 
sequestration  (while  preserving  the  exemption  for  Social  Securi- 
ty)." The  numerous  actions  to  reduce  the  military  retiree's  COLA 
has  had  a  long  turbulent  history  and  sends  the  wrong  message  to 
those  who  serve  and  have  served  so  magnificently  to  protect  our 
nation's  freedoms. 

OVERVIEW  OF  THE  MILITARY  RETIREMENT  SYSTEM 

As  of  September  30,  1992 

The  military  retirement  system  is  for  members  of  the  Army, 
Navy,  Marine  Corps,  and  Air  Force.   Most  of  the  provisions  also 
apply  to  retirement  systems  for  members  of  the  Coast  Guard 
(administered  by  the  Department  of  Transportation) .   Only  people 
in  plans  administered  by  the  Department  of  Defense  are  included 
in  this  valuation. 

The  system  is  a  funded,  noncontributory  defined-benefit  plan 
that  includes  non-disability  retired  pay,  disability  retired  pay, 
retired  pay  for  reserve  service,  and  survivor  annuity  programs. 
The  Service  Secretaries  approve  immediate  non-disability  retired 
pay  at  any  age  with  credit  of  at  least  20  years  of  active-duty 
service.   Reserve  retirees  must  be  60  years  old  with  2  0  credit- 
able years  of  service  before  retired  pay  commences.   There  is  no 
vesting  before  retirement. 

There  are  three  distinct  non-disability  benefit  formulas 
(relevant  to  three  distinct  populations)  within  the  military 
retirement  system.   Military  personnel  who  first  became  members 
of  the  Armed  Services  before  September  8.  1980  have  retired  pay 
equal  to  (terminal  basic  pay)  times  (a  multiplier) .   The  multi- 
plier is  equal  to  (2.5)  times  (years  of  service)  and  is  limited 
to  75%.   If  the  retiree  first  became  a  member  of  the  Armed 
Services  on  or  after  September  8.  1980.  the  average  of  the 
highest  3  6  months  of  basic  pay  is  used  instead  of  terminal  basic 
pay.   Members  first  entering  the  Armed  Services  on  or  after 
August  1.  1986  are  subject  to  a  penalty  if  they  retire  with  less 
than  30  years  of  service;  at  age  62,  their  retired  pay  is  re- 
computed without  the  penalty. 
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In  FY-92,  1.20  million  non-disability  retirees  from  active 
duty  were  paid  $20.17  billion. 

Retiree  and  survivor  benefits  are  automatically  adjusted 
annually  to  protect  the  purchasing  power  of  initial  retired  pay. 
The  benefits  associated  with  members  first  entering  the  Armed 
Services  before  August  1,  1986  are  adjusted  by  the  percentage 
increase  in  the  average  Consumer  Price  Index  (CPI) .   This  is 
commonly  referred  to  as  full  CPI  protection.   Benefits  associated 
with  members  entering  on  or  after  August  1,  1986  are  annually 
increased  by  the  percentage  change  in  the  CPI  minus  1%.   When  the 
military  member  reaches  age  62,  benefits  are  restored  to  the 
amount  that  would  have  been  payable  had  full  CPI  protection  been 
in  effect.   This  restoral  is  in  combination  with  that  described 
in  the  previous  paragraph.   However,  after  this  restoral,  partial 
indexing  (CPI  minus  1%  continues  annually  for  life) .   Congress 
and  the  Pentagon  have  debated  the  military  retirement  program  for 
over  two  decades.   It's  about  time  to  bring  matters  to  a  head  and 
quit  breaking  pension  promises. 

Disability  Retirement 

A  military  member  is  entitled  to  service-connected  disabili- 
ty retired  pay  if  the  disability  is  at  least  30%  (under  a  stan- 
dard schedule  of  rating  disabilities  by  the  Veterans  Administra- 
tion) and  either  (1)  the  member  has  eight  years  of  service;  (2) 
the  disability  results  from  active  duty;  or  (3)  the  disability 
occurred  in  the  line  of  duty  during  a  time  of  war  or  national 
emergency  or  certain  other  time  periods. 

In  disability  retirement,  the  member  receives  retired  pay 
equal  to  the  larger  of  (1)  the  accrued  non-disability  retirement 
benefit,  or  (2)  base  pay  multiplied  by  the  rated  percent  of 
disability.   The  benefit  cannot  be  more  than  75%  of  base  pay. 
Only  the  excess  of  (1)  over  (2)  is  subject  to  Federal  income 
taxes.   Base  pay  is  equal  to  terminal  basic  pay  if  the  retiree 
first  became  a  member  of  the  Armed  Services  before  September  8, 
1980.   If  the  retiree  first  entered  the  Services  on  or  after 
September  8,  1980,  base  pay  is  equal  to  the  average  of  the 
highest  36  months  of  basic  pay. 

Members  whose  disabilities  may  not  be  permanent  are  placed 
on  a  temporary-disability  retired  list  and  receive  disability 
retirement  pay  just  as  if  they  were  permanently  disabled. 
However,  they  must  be  physically  examined  every  18  months  for  any 
change  in  disability.   A  final  determination  must  be  made  within 
five  years.   The  temporary-disability  pay  is  calculated  like  the 
permanent-disability  retired  pay,  except  that  it  can  be  no  less 
than  50%  of  base  pay. 

In  FY-92,  130,000  disability  retirees  were  paid  $1.52  billion. 
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Reserve  Retirement 

Members  of  the  reserves  may  retire  after  20  years  of  credit- 
able service,  the  last  eight  of  which  must  be  in  a  reserve 
component.   However,  reserve  retired  pay  is  not  payable  until  age 
60.   The  formula  for  computing  retired  pay  is  (base  pay)  multi- 
plied by  (2.5%)  multiplied  by  (years  of  service).   If  the  reserv- 
ist was  first  a  member  of  the  Armed  Services  before  September  8, 
1980,  base  pay  is  defined  as  the  active  duty  basic  pay  in  effect 
for  the  retiree's  grade  and  years  of  service  at  the  time  that 
retired  pay  begins.   If  the  reservist  first  became  a  member  of 
the  Armed  Services  on  or  after  September  8,  1980,  base  pay  is  the 
average  basic  pay  for  the  member's  grade  in  the  last  three  years 
that  he/she  was  a  member  of  the  Armed  Services.   The  years-of- 
service  are  determined  by  using  a  point  system  in  which  3  60 
points  convert  to  a  year  of  service.   Typically,  a  point  is 
awarded  for  a  day  of  service  or  a  drill  attendance,  with  15 
points  being  awarded  for  a  year's  membership  in  a  reserve  compo- 
nent.  A  creditable  year  of  service  is  one  in  which  the  member 
earned  at  least  50  points.   A  member  cannot  retire  without  2  0 
creditable  years,  although  points  earned  in  non-creditable  years 
are  used  in  the  retirement  calculation. 

In  FY-92,  193,000  reserve  retirees  were  paid  $1.76  billion. 

Survivor  Benefits 

Legislation  originating  in  1953  provided  for  optional 
survivor  benefits.   It  was  later  referred  to  as  the  Retired 
Servicemen's  Family  Protection  Plan  (RSFPP) .   The  plan  proved  to 
be  expensive  and  inadequate  because  the  survivor's  annuities  were 
never  adjusted  for  inflation  and  could  not  be  more  than  50%  of 
retired  pay.   RSFPP  was  designed  to  be  self-supporting  in  the 
sense  that  the  present  value  of  the  reductions  to  retired  pay 
equaled  the  present  value  of  the  survivor  annuities.   However,  no 
fund  was  involved. 

In  September  21,  1972,  RSFPP  was  replaced  by  the  Survivor 
Benefit  Plan  (SBP)  for  new  retirees.   RSFPP  still  covers  those 
servicemen  (retired  before  1972)  who  did  not  convert  to  the  new 
plan  and  still  pays  survivor  annuities.   Retired  pay  is  reduced, 
before  taxes,  for  the  member's  cost  of  SBP.   Total  SBP  costs  are 
shared  by  the  Government  and  the  retiree,  so  the  reductions  in 
retired  pay  are  only  a  portion  of  the  total  cost  of  the  SBP 
program. 

The  SBP  survivor  annuity  is  initially  55%  of  the  member's 
base  amount.   The  base  amount  is  elected  by  the  member,  but 
cannot  be  less  than  $300  or  more  than  the  member's  full  retired 
pay.   If  a  penalty  for  service  under  30  years  is  included  in  the 
calculation  of  retired  pay,  the  maximum  base  amount  is  equal  to 
the  full  retired  pay  without  the  penalty. 
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The  spouse's  annuity  is  considered  a  two-tiered  benefit 
because,  at  age  62,  the  annuity  is  reduced  to  35%  of  the  base 
amount.   Prior  to  the  enactment  of  the  two-tiered  benefit,  the 
survivor  annuity  was  integrated  with  Social  Security.   SBP 
participants  and  active  and  reserve  personnel  with  at  least  2  0 
years  of  service  on  October  1,  1985  were  grandfathered  under  the 
two-tiered  system.   Their  survivors  will  receive  the  higher  of 
the  two  annuities. 

During  FY-87,  a  change  was  made  to  the  SBP  that  increased 
benefits  for  survivors.   Prior  to  that  date,  a  widow  remarrying 
before  age  60  lost  her  survivor  annuity.   The  age  after  which 
there  is  no  loss  of  benefits  to  a  surviving  spouse  who  remarries 
has  been  reduced  from  age  60  to  55. 

Members,  who  die  on  active  duty  with  over  20  years  of 
service,  are  assumed  to  have  retired  on  the  day  they  died  and  to 
have  elected  full  SBP  coverage  for  spouses  and/or  children. 

SBP  annuities  are  reduced  by  veteran's  survivor  benefits  and 
all  premiums  relating  to  the  reductions  are  returned  to  the 
widow.   Additionally,  SBP  annuities  are  annually  increased  with 
cost-of-living  adjustments  (COLAs) .   These  COLAs  may  be  based  on 
full  or  partial  Consumer-Price-Index  increases,  depending  on  when 
the  member  first  entered  the  Armed  Services.   If  the  member  dies 
before  age  62  and  the  survivor  is  subject  to  partial  COLAs,  the 
survivor's  annuity  is  increased  (on  the  member's  62nd  birthday) 
to  the  amount  that  would  have  been  payable  had  full  COLAs  been  in 
effect.   Partial  COLAs  continue  annually  thereafter. 

For  reserve  retirees,  the  same  retired  pay  reductions  apply 
to  survivor  coverage  after  the  reservist  reaches  age  60  (when  the 
reservist  begins  to  receive  retired  pay) .   A  second  option 
(funded  by  the  member  only)  extends  this  coverage  to  reservists 
who  have  enough  service  to  retire,  but  have  not  attained  age  60. 
The  added  cost  of  the  pre-age  60  coverage  is  deducted  from  the 
member's  retired  pay  and  the  survivor's  annuity. 

In  FY-92,  181,000  surviving  families  were  paid  $1.13  bil- 
lion. 

Relationship  with  Department  of  Veterans  Affairs  Benefits 

The  Department  of  Veterans  Affairs  (DVA)  provides  compensa- 
tion for  Service-connected  and  certain  non-service-connected 
disabilities.   These  DVA  benefits  can  be  in  place  of  (or  in 
combination  with)  DoD  retired  pay,  but  they  are  not  additive. 

Because  DVA  benefits  are  exempt  from  Federal  income  taxes,  it  is 
sometimes  to  the  advantage  of  a  member  to  elect  them. 

DVA  benefits  also  overlap  survivor  benefits  through  the 
Dependence  and  Indemnity  Compensation  (DIC)  program.   DIC  is 
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payable  to  survivors  of  veterans  who  died  from  service-connected 
causes.   A  reduction  of  this  amount  is  made  to  the  SBP  annuity; 
however,  all  premiums  relating  to  the  reductions  are  returned  to 
the  widow. 

Relationship  of  Retired  Pay  to  Military  Compensation 

Basic  pay  is  the  only  element  of  military  compensation  upon 
which  retired  pay  is  computed  and  entitlement  is  determined. 

Basic  pay  is  the  principal  element  of  military  compensation  which 
all  members  receive;  but  it  is  not  representative,  for  compara- 
tive purposes,  of  salary  levels  in  the  public  or  private  sectors. 
Reasonable  comparisons  can  be  made,  however,  to  basic  military 
compensation  (BMC)  or  regular  military  compensation  (RMC) .   BMC 
is  the  sum  of  basic  pay,  the  quarters  allowance  (either  cash  or 
in  kind) ,  a  subsistence  allowance  (either  cash  or  in  kind) ,  and 
the  Federal  tax  advantages  accruing  to  allowances,  because  they 
are  not  subject  to  Federal  income  tax.   RMC  is  BMC  plus  the 
average  variable  housing  allowance  (which  varies  by  location)  and 
the  additional  tax  advantage  it  brings.   Basic  pay  represents 
approximately  77%  of  BMC  or  73%  of  RMC  for  all  retirement 
eligibles.   For  the  2  0-year  retiree,  basic  pay  is  approximately 
75%  of  BMC  or  71%  of  RMC.   Consequently,  a  20-year  retiree  may  be 
entitled  to  50%  of  basic  pay,  but  only  37%  of  BMC  or  35%  of  RMC. 
For  a  30-year  retiree,  the  corresponding  entitlements  are  75%  of 
basic  pay  but  only  60%  of  BMC  or  57%  of  RMC.   These  relationships 
should  be  considered,  when  military  retired  pay  is  compared  to 
compensation  under  other  retirement  systems. 

SECOND  CAREER  EARNINGS  LOSS 

Currently,  there  are  1.5  million  retirees.   Of  these,  75% 
are  enlisted  personnel  and  4  percent  are  warrant  officers.   Less 
than  five  percent  are  senior  officers  with  the  rank  of  colonel  or 
captain  (Navy) .   Admirals  and  other  flag  officers  constitute  only 
0.3  percent  of  all  retirees.   The  average  military  retiree  is  43 
years  old,  married  with  two  children,  and  is  an  enlisted  member 
in  pay  grade  E-7  with  twenty-three  years  of  service.   The  member 
has  made  eight  Permanent  Changes  of  Station  moves,  with  one  to 
three  remote  tours  of  duty,  and  Navy  personnel  may  often  spend  as 
much  as  14  of  their  20  years  at  sea. 

If  the  member  retired  in  1992.  the  monthly  retired  pay  of 
$1053.00  would  total  $12.636.00  per  year.   A  moderate  income  for 
a  family  of  4  is  $20.342.00. 

In  real  terms,  the  member's  retired  pay  has  remained  level 
since  1979.   The  military  retiree  is  forced  to  make  a  career 
change  at  roid-life  when  family  expenses  are  the  highest  and 
civilian  peers  are  at  their  optimal  earning  ages. 


908 


The  Services  have  conducted  studies  of  military  retirees' 
post-service  earnings.   A  report  by  the  Air  Force  Conference 
Board  compared  wages  for  military  retirees  and  civilian  veterans. 
The  report  shows  both  officer  and  enlisted  military  retirees  earn 
less  in  their  post-service  careers  than  a  comparably  aged  and 
educated  non-retiree  veteran  civilian  counterpart. 

For  example,  at  age  44,  immediately  upon  entering  the 
civilian  labor  market,  officer  retirees  (working  full-time  year- 
round)  have  about  a  27%  lower  earnings  than  the  50th  percentile 
of  similarly  non-retired,  full-time,  year-round  veterans. 
Although  this  gap  narrows  by  age  60,  it  never  closes  completely. 
It  represents  a  lifetime  career  earnings  loss  of  13.7%  because  a 
military  career  was  chosen.   For  full-time  year-round  enlisted 
retirees,  the  earnings  gap  exceeds  20  percent  at  age  41.   Similar 
to  the  officers,  this  gap  narrows  with  age  but  never  closes 
completely.   It  represents  a  lifetime  loss  of  19.7  percent. 

In  recent  polls  taken  by  the  Fleet  Reserve  Association,  we 
find  that  70%  of  military  retirees  who  sought  civilian  employment 
report  they  took  a  salary  reduction.   In  addition,  over  50 
percent  of  all  retirees  surveyed  reported  that  they  are  not 
earning  what  their  civilian  counterpart  in  the  same  job  is 
earning.   Obviously,  the  practice  of  employers  paying  a  military 
retiree  less  because  he  is  receiving  earned  military  retirement 
is  still  prevalent.   This  practice  reinforces  the  value  of  the 
present  retirement  system  to  the  individual. 

MISCONCEPTIONS 

There  are  numerous  misconceptions  among  the  public  that 
military  personnel  retire  after  twenty  years  of  active  service 
and  receive  "half-pay"  as  their  military  "pension."   That  percep- 
tion is  wrong  on  three  counts. 

In  the  first  place,  the  majority  of  military  retirees  serve 
longer  than  twenty  years  on  active  duty.   The  typical  military 
retiree  is  a  retired  Chief  Petty  Officer  or  Sergeant  First  Class 
with  twenty-three  years  of  service. 

Secondly,  military  personnel  do  not  "retire"  after  twenty 
years  of  service.   After  "retirement"  they  are  subject  to  invol- 
untary recall  to  active  service  until  they  complete  thirty  years 
of  service  when  they  are  placed  on  the  military  retired  rolls, 
and  remain  subject  to  the  Uniformed  Code  of  Military  Justice. 
Even  after  full  retirement,  in  time  of  national  emergency  or  war 
they  may  be  recalled  to  active  service. 

Thirdly,  military  retired  pay  is  not  a  pension.  The  U.S. 

Supreme  Court  has  so  ruled  in  two  landmark  opinions.  In  the  case 

of  the  United  States  vs.  Tyler,  105  U.S.  244  (1822),  the  Court 

ruled  that,  "Military  retired  pay  is  reduced  pay  for  reduced 
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services."  Again  in  McCarty  vs.  McCarty,  453  U.S.  210  (1981), 
the  U.S.  Supreme  Court  described  military  pay  as  "reduced  compen- 
sation for  reduced  services."  Military  retired  pay,  clearly,  is 
not  an  old  age  pension. 

Career  enlisted  personnel  of  the  U.S.  Navy,  Marine  Corps, 
and  Coast  Guard  do  not  retire  after  twenty  years  of  active 
service.   They  may,  upon  completing  twenty  years  of  active 
service,  request  the  Secretary  of  the  Navy  to  transfer  them  to 
the  Fleet  Reserve  or  Fleet  Marine  Corps  Reserve,  respectively. 

AN  HONEST  LOOK 

AT  A 
MILITARY  CAREER 

Today  there  are  approximately  29  million  American  veterans 
of  military  service  in  the  United  States.   Each  of  them  was 
exposed  to  military  life,  and  except  for  the  disabled  veterans 
they  had  an  opportunity  to  choose  a  military  career.   The  vast 
majority  of  them  did  not  select  a  military  career.   Only  thirteen 
percent  of  those  who  served  in  the  military  chose  to  pursue  a 
military  career  and  earn  a  retirement  benefit.   If  military 
retirement  is  so  lucrative,  whv  do  so  few  people  choose  the 
military  as  a  career? 

A  common  incorrect  assumption  among  critics  of  military 
compensation  is  to  equate  military  service  with  civilian  employ- 
ment.  The  two  are  distinctly  different. 

Military  service  is  distinctly  different  from  civilian 
employment  by  the  very  nature  of  such  service.   A  military  member 
agrees  to  surrender  of  certain  personal  freedoms  for  twenty  or 
more  years.   There  is  no  such  sacrifice  in  civilian  employment. 

When  a  person  enlists  in  the  U.S.  Armed  Forces,  the  service 
"owns  him/her  body  and  soul"  for  24  hours  a  day  for  the  duration 
of  the  enlistment.   The  military  member  can  be  ordered  to  go 
anywhere,  anytime  and  do  anything.   He/she  has  taken  an  oath  to 
serve.   If  the  member  does  not  like  the  orders  he/she  receives, 
(i.e.  the  location  of  the  next  duty  station)  he/she  cannot  change 
jobs,  not  even  to  another  service.   No  civilian  job  restricts  the 
personal  freedom  of  an  individual  in  this  way. 

The  demands  of  a  military  career  set  the  military  apart  from 
society  as  distinctly  as  the  requirement  to  wear  a  uniform.   A 
military  career  demands  long  hours  of  work  with  no  overtime  pay, 
forced  family  separations,  frequent  exposure  to  risk,  inability 
to  control  one's  working  environment  and  living  conditions,  the 
acceptance  of  a  highly  disciplined  life  and  the  abridgement  of 
individual  freedoms. 
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It  takes  unique  people  to  give  of  themselves  in  such  a 
measure.   In  times  of  war,  the  American  civilian  sector  has 
proven  it  can  match  that  sacrifice  for  long  periods.   But  the 
American  public  has  clearly  demonstrated  its  reluctance  to  accept 
the  measure  of  sacrifice  as  a  continuing  way  of  life.   There  is 
an  enormous  difference  between  civilian  employment  and  a  military 
career. 

THE  UNCERTAINTY  OF  A  MILITARY  CAREER 

Increased  numbers  of  soldiers,  sailors  and  airmen  are 
genuinely  concerned  about  the  perception  that  the  Administration 
and  the  U.S.  Congress  have  forgotten  the  importance  of  the  people 
in  the  nation's  Armed  Forces.   Year  after  year  the  Administration 
and  the  U.S.  Congress  attack  the  benefits  of  members  of  the 
services.   It  seems  to  many  military  members  that  nothing  is 
sacred  about  their  compensation,  benefits  and  entitlements  when 
budget  cutters  want  immediate  savings  in  federal  outlays. 
Military  members  are  paying  attention  to  the  federal  budget 
process  more  now  than  ever  before  because  they  have  been  attacked 
so  often  that  they  watch  closely  to  see  what's  next. 

The  COLA  reduction  for  those  military  retirees  under  the  age 
of  62  is  another  "one  of  their  benefits"  that  is  going  to  be 
changed  in  mid-stream.   Does  it  affect  retention,  morale  and 
readiness?   You  bet  it  does! 

To  address  the  adverse  effect  the  erosion  of  benefits  and 

the  uncertainty  of  what  the  future  holds  for  the  military  member 

two  critical  time  frames  should  be  understood.   They  are  as 
follows: 

1.  The  military  member  whose  expiration  of  enlistment 
falls  within  the  8-12  year  service  frame,  and 

2.  The  service  member  who  is  fleet  reserve  eligible 
(20  years  plus  time  in  service) . 

A  critical  decision  must  be  made  by  the  service  member  who 
comes  up  for  reenlistment  when  he/she  has  completed  8-12  years  of 
active  duty.   A  member  must  decide  whether  he/she  should  dedicate 
more  years  of  service  to  their  country  (when  it  may  be  more 
beneficial  to  leave  the  military  and  sell  marketable  skills  in 
the  civilian  job  market.)   It  is  very  difficult  to  convince 
military  personnel  that  they  will  be  better  off  staying  in  the 
service  if  they  don't  totally  accept  and  believe  in  service  to 
God,  country,  and  fellow  man. 

First,  service  members  have  an  awful  lot  to  offer  industry 
in  terms  of  leadership  skills,  experience,  reliability  and 
technical  expertise.   Thus,  he/she  can  often  command  an  above 
average  salary;  usually  more  than  military  pay  and  allowances. 
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Secondly,  he/she  regularly  hears  about  congressional  "watchdogs" 
who  are  constantly  probing  military  pay  and  benefits  and  calling 
for  reductions  and  curtailments  in  many  areas.   These  statements 
get  widespread  publication.   He/she  is  probably  no  longer  eligi- 
ble for  any  enlistment  bonus,  and  the  only  monetary  benefit  he 
can  get  when  reenlisting  is  the  selling  of  accrued  leave  (at  a 
reduced  rate)  providing  he/she  hasn't  sold  the  maximum  of  60 
days.   He/she  feels  very  uncertain  about  what  is  going  to  happen 
to  the  military  retirement  system.   He/she  hears  that  they  have  a 
"no  guarantee"  enlistment  contract  and  that  he/she  may  not  be 
able  to  retire  under  the  same  system  that  his  predecessors  have. 
Medical  care  for  dependents  and  for  retirees  looks  more  and  more 
questionable.   He/she  feels  certain  that  the  commissaries  are 
going  and  that  the  states  will  soon  tax  items  bought  in  the 
Exchanges.   Prices  for  use  of  special  services  facilities  have 
increased  tremendously,  in  some  cases  tripled. 

The  Congress  seems  to  many  to  have  abandoned  service  members 
and  these  budget  actions  are  viewed  as  a  breach  of  faith  on  the 
part  of  the  U.S.  Government.   Pay  increases  always  fall  short  of 
the  true  comparability  and  are  less  than  the  rate  of  inflation. 
This  year  there  is  no  pay  raise,  and  until  1998  the  increase  is 
one  percent  less  than  the  employment-cost-index  (ECI) .   Plus, 
they  will  have  to  forego  an  additional  1/2  percent  from  their  pay 
to  fund  the  federal  civilian  workers  locality  pay.   The  continu- 
ing erosion  of  benefits  -  the  uncertainty  of  such  things  as 
retirement,  medical,  leave,  commissaries,  etc.,  makes  the  prover- 
bial "security  aspect  of  a  career"  rather  nebulous  for  this  group 
of  people. 

The  other  critical  group  of  military  personnel,  those  who 
have  20  plus  years  of  service,  are  leaving  or  will  very  soon 
leave  because  the  retirement  system  may  change  before  they  can 
draw  the  retainer/retirement  money  that  they  have  rightfully 
earned.   These  are  not  immature  youngsters,  but  veterans  of  many 
years  of  service  who  just  no  longer  have  the  confidence  or  trust 
in  their  representatives  in  Congress  to  protect  their  earned 
benefits.   To  hear  some  vocal,  headline-making  members  of  Con- 
gress speak,  vou  would  think  that  the  military  is  a  parasite  on 
the  economy  instead  of  the  front-line  of  defense  to  protect  our 
way  of  life. 

Their  pay  raises  fall  further  and  further  behind  comparabil- 
ity and  the  rate  of  inflation  each  year.   It  is  a  sad  state  of 
affairs  that  many  lower  rated  personnel  utilize  food  stamps  and 
the  Congress  wants  to  reduce  their  pay  even  further  and  attack 
their  retirement  system.   The  military  is  an  honorable  profes- 
sion, with  dedicated  people  that  have  families.   Those  families 
want  to  be  fed,  they  must  be  fed,  they  must  be  clothed  and  they 
would  like  to  be  educated.   Just  because,  there  is  currently  no 
"nasty  war"  going  on  doesn't  mean  military  personnel  are  second 
class  citizens! 
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SDMMARY  AND  COMCLD8ION 

Many  members  of  the  U.S.  Congress  have  offered  proposals  to 
change  the  military  retirement  system.   In  most  cases,  these 
members  of  Congress  do  not  understand  that  the  purpose  of  the 
retirement  system  and  how  it  serves  to  manage  the  force  and  to 
maintain  defense  readiness.   They  fail  to  recognize  that  military 
retirement  is  just  one  part  of  military  compensation  package, 
and  if  they  reduce  retirement  value,  they  must  increase  another 
part  of  military  compensation  in  order  to  attract  and  retain  the 
quality  personnel  needed  for  an  emerging,  highly  technical 
military.    Mr.  Chairman,  you  can't  drop  laser-guided  bombs  down 
the  smoke  stacks  of  our  "enemies"  with  category-four  military 
personnel.   That's  what  you're  going  to  get  if  you  keep  on 
attacking  the  military  retirement  system  under  the  guise  of 
reducing  the  national  deficit.   Why  should  roughly  8  5%  of  the 
costs  of  the  President's  proposed  federal  spending  reductions  be 
placed  on  the  backs  of  our  nation's  military  personnel? 

Changes  in  recent  years  that  affect  the  compensation  of 
current  military  retirees  have  been  the  loss  and  the  capping  of 
the  cost-of-living  adjustments  (COLAs) .   These  cutbacks  have  been 
and  will  continue  to  be  especially  hard  on  current  retirees 
struggling  to  keep  pace  with  inflation.   Keep  in  mind  that  the 
average  enlisted  person  who  decides  to  leave  the  military  with 
retainer/retired  pay  does  so  at  mid-life,  surrounded  by  family 
obligations  and  a  65  percent  cut  in  pay.   The  adoption  of  the 
"Diet  COLA"  for  military  retirees  under  the  age  of  62  will  be 
devastating  to  the  military  retiree  who  has  to  start  over  in  the 
middle  of  his  working  life. 

The  House  and  Senate  Armed  Services  Committees  must  not  let 
this  shortsighted  budget  action  stand.   The  Fleet  Reserve  Associ- 
ation urges  the  Armed  Services  Committees  to  reverse  this  budget 
proposal  and  restore  to  the  military  retiree  his  full  COLA.   This 
action  will  replace  the  active-duty  member's  fear  that  the 
retirement  system  will  be  further  eroded  and  that  the  U.S. 
Congress  is  going  to  stand  by  its  promises  and  obligations  to 
maintain  the  readiness  of  the  U.S.  Armed  Forces. 

In  closing,  most  military  members  seem  to  feel  that  "there 
does  not  have  to  be  true  pay  comparability  between  military  and 
civilian  pay."   Most  do  not  want  to  have  an  illusionary  compara- 
bility used  as  justification  to  reduce  the  pay,  benefits  and 
entitlements  they  are  now  receiving  and  were  promised  when  they 
enlisted.   Most  importantly,  service  members  want  to  be  able  to 
depend  on  the  things  they  were  guaranteed  when  they  enlisted. 
What  active  duty  military  personnel  and  retirees  really  want  is 
to  be  compensated  equitably  and  to  regain  stability  and  depend- 
ability rather  than  being  continually  targeted  for  deficit 
reductions. 
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[Clerk's  note.— The  following  statement  was  submitted  for  the 
record  by  Georgetown  University:] 


Subcommittee  on  Defense 

Committee  on  Appropriations 

United  States  House  of  Representatives 

Testimony  for  FY  1994 


Mr.  Chairman  and  members  of  the  committee,  we  are  Fr.  T.  Byron  Collins,  S.J.;   Fr. 
William  L.  George,  S.J.;  and  Fr.  Harold  C.  Bradley,  S.J.;   Assistants  to  the  President  of 
Georgetown  University.   Thank  you  for  the  opportunity  to  testify. 

The  Armed  Forces  Health  Professions  Scholarship  Program  is  used  extensively  by  students  at 
the  Georgetown  School  of  Medicine.   The  financial  support  provided  through  this  program 
by  the  Army,  Navy  and  Air  Force  is  substantial  and  includes  full  tuition,  an  allowance  for 
books,  supplies,  and  health  insurance,  as  well  as  a  taxable  stipend  and  active  duty  pay. 
Students  participating  in  this  program  are  referred  to  as  military  scholars.   This  year,  there 
are  over  100  military  scholars  at  the  Georgetown  School  of  Malicine.   This  represents 
almost  one  of  every  five  students  enrolled. 

In  addition  to  the  benefit  received  by  the  Defense  Department  with  the  service  commitment 
of  these  students  following  graduation,  military  scholars  also  benefit  through  substantially 
reduced  loan  indebtedness  during  medical  school.   Although  a  substantial  number  of  our 
military  scholars  still  borrow  through  the  guaranteed  loans  programs  (Stafford  and  SLS) 
during  medical  school  to  help  supplement  their  stipend  assistance,  their  borrowing  is 
significantly  less  than  other  students.   For  example,  military  scholars  from  the  Class  of  1991 
who  borrowed  averaged  $20,189  in  educational  debt  as  compared  with  $80,882  for  non 
military  borrowers. 

By  providing  a  very  viable  financing  option  for  students  considering  a  Georgetown  medical 
education,  the  Armed  Forces  Health  Professions  Scholarship  Program  helps  our  institution 
maintain  its  financial  blind  policy  on  admissions.    Military  scholarships  help  ensure  that  our 
institution  remains  accessible  to  all  students. 

We  thank  the  committee  for  their  interest  and  support  for  medical  research  programs,  and  we 
will  keep  the  committee  informed  of  our  progress  with  the  Department  of  Defense. 
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[Clerk's  note. — The  following  statement  was  submitted  for  the 
record  by  the  California  Community  College  System:] 


CNANCEUOrS  OfMCI 


CALIFORNIA  COMMUNITY  COLLEGES 

1107    NINTH  STREET 
SACRAMENTO,  CALIFOHNIA  95814 
(916)  445-8752 


TESTIMO^JY  BY 

DAVID  MERTES,  CHANCELLOR 
CALIFOR>fU  COMMUNITY  COLLEGE  SYSTEM 

BEFORE  THE  SUBCOMMITTEE  ON  DEFENSE 

OF  THE 

HOUSE  APPROPRIATIONS  COMMITTEE 
U.S.  HOUSE  OF  REPRESENTATIVES 

MAY  13,  1993 

Mr.  Chainnan  and  Members  of  the  Subcommittee,  thank  you  for  the  opportunity  to 
present  this  statement  before  you  today  regarding  the  efforts  of  the  California  Community 
College  System  to  implement  a  comprehensive  worker  retraining  program  that  has  as  its 
focus  the  conversion  of  the  California  economy  from  defense-based  to  commercial 
technology  manufocturing  and  trade. 


This  retraining  effort  will  be  carried  out  through  coordination  between  the  California 
Community  College  System  and  the  major  state  agencies  to  provide  workplace  literacy  to  a 
broad  base  of  small  businesses  through  both  off-site  customized  training  courses  and  a 
distance-learning  program.  The  distance  learning  component  of  this  effort  will  be  carried  out 
in  large  part  by  an  established  Economic  Development  Network  (ED  >  Net)  that  has  already 
linked  350  economic  development  professionals.  The  California  Department  of  Trade  and 
Commerce,  Employment  Development  Department,  and  California  Association  for  Local 
Economic  Development  have  all  requested  to  be  connected  to  the  current  bulletin  board. 
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Unfortunately,  the  current  system  is  at  80%  capacity  and  cannot  accommodate  all  the  users. 
We  are  therefore,  requesting  that  this  Subcommittee  consider  our  proposal  for  a  federal 
partnership  for  program  funding  to  support  a  large-scale  distance  learning  worker  retraining 
effort  as  part  of  the  defense  conversion  initiative. 

CALIFORNIA'S  ECONOMIC  PROBLEMS 

As  you  are  aware,  California  is  in  dire  need  of  these  types  of  programs.   The 
economy  in  California  has  had  a  major  downturn,  resulting  in  significant  restructuring.   The 
most  optimistic  projections  for  significant  economic  recovery  are  early  1994.   Recovery 
could  easily  be  delayed  until  199S  depending  on  certain  developments.    For  example,  in  the 
Los  Angeles  metropolitan  area,  where  40%  of  the  state's  industrial  base  is  located  and  which 
has  been  hardest  hit  by  the  economic  downturn,  economic  recovery  is  not  projected  to  occur 
untU  1995. 

Over  the  past  decade,  defense  spending  played  an  important  role  in  the  state's 
economy.  The  Reagan  defense  buildup  was  the  largest  factor  contributing  to  the  economic 
boom  California  enjoyed  in  the  1980s.  However,  defense  spending  in  California  has 
decreased  from  a  high  of  $60  billion  in  1988  to  $47  billion  in  1993.   By  1997,  it  will  have 
declined  further  to  $37  billion.      Clearly,  the  current  cycle  of  defense  cuts  is  adding  to  the 
economic  woes  that  California  is  experiencing  in  the  1990s. 
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The  majority  of  defense  spending  in  California  has  been  concentrated  in  the  ousthem 
part  of  the  State.   Contractors  and  military  personnel  in  Los  Angeles  county  receive  over 
one-third  of  the  statewide  total.   Orange  and  San  Diego  counties  have  also  been  major 
recipients  of  defense  spending.    Several  major  defense  contractors  are  located  in  San  Diego 
County  and  over  one-third  of  the  military  personnel  in  California.   Together,  the  Southern 
California  region  of  Los  Angeles,  Orange  and  San  Diego  County  account  for  nearly  60%  of 
statewide  defense  spending.   With  the  dramatic  reduction  in  this  part  of  the  federal  budget,  it 
is  clear  that  economic  recovery  in  southern  California  will  lag  behind  the  rest  of  the  state. 

In  addition,  the  recent  inclusion  of  several  San  Francisco\Oakland  area  military 
installations  on  the  1993  Base  Closing  list  will  mean  that  northern  California  wil  suffer  the 
similar  economic  problems  as  those  being  experienced  by  communities  in  Southern 
California.   With  the  closure  of  the  Naval  Air  Station  and  the  Aviation  Depot  in  Alameda, 
the  Alameda  Naval  Supply  Center  and  Naval  Hospital  in  Oakland,  the  Treasure  Island  Naval 
Station  in  San  Francisco,  the  Mare  Island  Naval  Shipyard  in  Vallejo,  McClellan  Air  Force 
Base  in  Sacramento  and  the  Presidio  of  Monterey,  another  56,337  jobs  ~  a  payroll  of  $1.78 
billion  ~  will  be  lost  in  California.   And,  this  does  not  take  into  account  other  planned  major 
and  minor  base  realignments.  The  unemployment  rate  in  Alameda  County  alone  is  projected 
to  jump  from  6.8  percent  to  13.2  percent  following  this  next  round  of  base  closings. 

Finally,  the  recent  nationwide  recession  has  hit  the  California  economy  hard  as  well. 
The  state  lost  333,000  nonagricultural  jobs  in  1991,  after  adding  over  260,000  in  1990. 
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Since  May  of  1990,  the  State  Department  of  Finance  estimates  that  there  has  been  a 
cumulative  job  loss  of  803,000. 

At  the  same  time  that  these  jobs  have  been  lost,  the  state's  population  continues  to 
grow.   Between  1990  and  2000,  California's  population  will  grow  twice  as  fast  as  the  U.S. 
population  to  32  million  people.  This  growth  will  include  both  an  increase  in  families 
already  in  the  state  (55%)  and  a  huge  increase  in  foreign  immigration  (44%).  This  meant 
employers  will  have  to  depend  more  and  more  upon  minority  entrants  to  the  work  force, 
many  of  whom  are  non-English  speaking  and  unskilled  and  they  will  need  language  tutoring 
and  job  skills  training. 

There  has  never  been  another  time  in  California's  history  that  the  need  has  been 
greater  to  coordinate  services  between  major  state  agencies  business  and  industry  to  create 
high  wage,  sustainable  jobs  in  growth  industries.   Worker  skills  are  matched  with  job 
openings.   Any  improvement  in  the  overall  economic  health  of  the  state  will  depend  upon  the 
ability  to  retain  and  convert  California  businesses  and  to  attract  new  industry  for  job  growth. 
The  ability  to  attract  industry  will  be  dependent  upon  a  skilled  workpool  as  well  as  the 
economic  well-being  of  the  communities  which  will  only  be  revitalized  through  skill 
maintenance  and  retraining  programs  that  are  keeping  pace  with  diversifying  business. 

ED  >  NET:    STATEWIDE  COORDINATION 
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The  mission  of  ED  >  Net  is  to  advance  California's  economic  growth  and  global 
competitiveness  through  quality  education  and  services.   These  efforts  focus  on  continuous 
workforce  improvement,  technology  deployment,  and  business  development. 

The  ED  >  Net  infrastructure  consists  of  coordinating  sup>port  staff,  program  directors, 
regional  host  colleges,  and  program  committees.   It  is  itself  an  environment  for  innovation. 
ED  >  Net  uses  an  extensive  and  growing  network  of  partners  and  collaborators  to  bring 
college  expertise  to  the  state's  economic  development  task. 

The  Economic  Development  Network  facilitates  the  ability  of  community  colleges  to 
develop  solid  contract  education  programs  in  which  businesses  pay  for  training  tailored  to 
their  specific  workplace  needs.   The  data  system  to  capture  the  extent  of  this  impact  has  just 
completed  its  test  stage  with  pilot  participants.   It  has  documented  that  in  one  year  14 
colleges/districts  have  over  $27. .5  million  in  contracts  ($24  million  from  the  Navy)  in 
addition  to  the  partnership  programs  leveraged  by  the  colleges. 

Major  contracts  and  commitments  that  have  been  developed  in  1990-1992  by  the 
Network  include: 

>        Over  $2,267,000  in  51  California  Suppliers  Improvement  Program  (CalSIP)  and  other 
Total  Quality  Management  and  related  training  contracts.   About  50%  of  these  were 
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through  the  Employment  Training  Panel  in  1991/92;  37  more  are  currently  under 
development. 

>  $9,600,000,  as  part  of  the  Integrated  Solutions  Systems  Corporation  (ISSC)  contract 
for  training  Child  Welfare  workers  over  the  next  5  years. 

>  $26,000,000  National  Institute  of  Standards  and  Technology  contract  over  the  next 
6  years  for  a  California  Manufacturing  Technology  Center. 

>  Over  $300,000  budgeted  by  Lawrence  Livermore  Laboratory  for  services  to  the 
Centers  for  Applied  Competitive  Technology  in  1991/92;  $700,000  is  anticipated  in 
the  1992/93  budget. 

The  EcoDomk  Development  Network: 

Provides  Technical  Assistance  and  In-service  Training  for  Colleges  and  Programs 


>  Competitive  Technology 

>  International  Trade 

>  Environmental  Technologies 

>  Small  Business  Programs 

>  Workplace  Learning  Resources 

>  Contract  Education:   46  colleges  assisted,  13  in  the  establishment  of  operational 
contract  education  programs,  plus  20  training  sessions  at  various  conferences. 
Currently  3S  colleges  have  strong  contract  education  programs  to  meet  the  needs  of 
local  businesses  for  customized  quality  training  of  their  workforces. 


One-Stop  Information  and  Service  Access  for  Business/Industry/ Agencies 
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The  use  of  the  toll-free  800  number  links  specific  requests  to  appropriate  local 
resource  such  as  air  conditioning  training  in  Ventura  County,  diesel  technician  training  in  9 
locales,  supervisorial  training  in  rural  field  offices,  certificate  program  in  surveying  in  3 
locales,  and  CalSIP  training  for  over  683  compaiTies. 

Cross  PoUliiation  of  Information  and  Delivery  Strategies  Across  the  Initiatives 

Programs  serving  clients  in  one  area  draw  on  resources  from  another.   Small  Business 
Development  Centers  draw  on  the  expertise  of  the  environmental  technology  and 
international  trade  groups.   The  Applied  Technology  Center  uses  environmental  expertise  for 
improved  manufacturing  solutions  and  their  workplace  learning  resources  are  used  for 
companies  with  ESL  and  other  needs.   Contract  education  provides  a  basis  of  delivery  for 
environmental  technology  workshops. 

Use  of  Shared  Resources  and  Expertise 

>  Committees  in  each  of  the  focus  areas  develop  and  share  products  such  as  curricula, 
training  videos,  handbooks,  resource  development,  and  marketing  strategies. 

>  Business  and  industry  representatives  provide  expertise  on  these  committees  and 
assist  in  development  and  problem-solving  activities. 

>  Lists  of  resource  personnel  for  specific  kinds  of  consulting  assistance  and 
workshops  make  these  tasks  easier. 
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>  Products  for  use  by  local  community  college  practitioners  have  been  developed 
centrally,  such  as  a  Video  of  Professional  Sales  Skills  and  Presentation 
Transparencies. 

Marketing  and  Communication  of  Successful  Practices  and  Higlily  Specialized  Types  of 
Information  such  as: 

>  Newsletters,  conferences,  workshops,  for  expansion,  start  up,  problem  solving 

>  Database  access  for  environmental  and  international  trade  assistance. 

>  Electronic  Bulletin  Board  networking  of  advisors  and  programs 

>  Video  tape:    "Contract  Education:   Chartering  the  Course  for  California" 

>  Manual:    "Developing  Contract  Education:   A  Comprehensive  Handbook  for 
Community  Colleges" 

>  Liaisons  with  and  presentations  to  major  workforce  training  and  economic 
development  organizations  and  professional  groups,  such  as  the  National  Employment 
and  Training  Association,  U.S.  Department  of  Labor,  American  Society  for  Training 
and  Development,  and  the  Employment  Training  Panel. 

Development  of  Modeb  of  Cooperation  and  Resource  Leverage 

>  Review  needs  and  opportunities  and  devise  strategic  initiatives  to  address  them, 
including  resource  development  and  technical  support. 
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>  Devise  and  test  programs  and  curricula  for  impact  and  appropriateness. 

>  Develop  major  proposals  for  training,  model  contract  for  Employment  Training 
Panel  work. 

>  Provide  seed  money  and  resources  for  major  project  development,  such  as 
instructor  training  for  California  Supplier  Improvement  Program,  Pacific  Bell 
Contract  coordination,  proposal  preparation. 

>  Identify  barriers  and  address  them,  including  formulation  of  guidelines,  review  of 
legal  coordination  and  policy  issues. 

Development  of  Consistent  Training  Delivery  for  Expanding  Statewide  Impact 

>  Provide  a  focal  point  for  organizing  a  consistent  quality  training  program  to  meet 
specific  statewide  needs  and  applications,  such  as  the  California  Highway  Patrol,  the 
Wells  Fargo  Business  Banking  Group,  and  the  Department  of  Social  Services. 

Regional  Coordination 

Assess  local  needs  and  areas  for  development.  Encourage  additional  community 
college  staff  to  participate  in  the  program  and  benefit  from  its  results. 
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fflGHLIGHTS  OF  THE  NETWORK  OF  PROGRAMS  1991-1992 

>        40,000  Inquiries  and  Requests  for  information  and  referral,  including 

1,300  from  aerospace,  were  answered. 
One-on-one  counseling  sessions  were  provided. 
Workshops  and  classes  were  conducted. 
Employees  participated  in  workshops. 
Companies  and  small  businesses  served. 
Marketing  information  pieces  distributed  to  business  and 
industry. 

Information  items  distributed. 
Trade  leads  provided  (over  80,000  transactions) 
Lx>an  amount  secured 

Export  sales  (yielding  over  1(XX)  jobs  based  on  the  Department 
of  Commerce  estimates  of  one  new  job  for  each  $45, (XX)  in 
exports.) 

1993  FUNDING  REQUEST 

The  California  Community  College  program  has  the  potential  to  reach  thousands  of 
people  in  need  of  jobs  and  job  training.   We  are  seeking  a  federal  government  investment  of 
$12.5  million  in  1993  to  upgrade  the  capabilities  of  the  current  system.   The  following  are 


> 

8,800 
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1,024 

> 

16,650 

> 

9,520 

> 

24,000 

> 

10,000 

> 

2,000 

> 

$11,754,464 

> 

$50+ million 
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objectives  the  California  Community  College  System  has  outlined  to  meet  the  future  worker 
retraining  need  in  California  to  support  this  request. 

The  Solution: 

Expand  the  ED  >  Net  central  operations  information  systems  staff  to  support  a 
dedicated  digital  communications  network; 

Expand  the  ED  >  Net  telecommunications  network  to  include  other  state  agencies, 
private/public  sector  organizations  and  statewide  efforts  (i.e.  Team  California)  to 
create  an  economic  development  delivery  system  for  the  State  of  California; 

Fund  the  development  of  customized,  user-friendly  PC-based  programs  to  support 
statewide  projects  and  easy  telecommunications  access  to  information; 

Fund  the  acquisition  of  hardware/software/enabling  technologies  to  gain  access  to 
other  state/federal  database  systems  through  connectivity  to  InterNet; 

Provide  value  added  services  to  small  and  medium  sized  businesses  by 
training/empowering  the  state's  economic  development  program  specialists  to 
remotely  access  the  myriad  resources  that  are  available  through  InterNet  connectivity. 


11 
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Proposed  Outcomes: 

92/93  Identify  specific  community  college  economic  development  programs, 

resources  or  services  for  1,500  callers  via  the  Call  Automation  System 
electronic  match 

Support  toll  free  800  line  ED  >  Net  BBS  (1,200  calls  per  month) 

Support  toll  free  800  line  ED  >  Net  central  operations  (900  calls  per  month) 

Provide  two  regional  telecommunications  in-services 

Implementation  of  an  automated  referral  tracking  system  linked  to  the  existing 
Call  Automation  System 

Add  2S  California  Trade  and  Commerce  users  to  ED  >  Net  BBS 

Add  10  California  Association  of  Local  Economic  Development  (CALED) 
board  member  users  to  ED  >  Net  BBS 

Provide  on-going  technical  assistance  and  generate  statewide  economic 
development  reports  as  requested 

12 
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93/94  Establish  link  to  InterNet 

Develop  user-friendly  ED  >  Net  BBS  program  access  to  InterNet  services 

Add  up  to  280  Team  California  members  tot  he  ED  >  Net  BBS 

Add  up  to  100  CALED  users  to  ED  >  Net  BBS 

Provide  six  regional  telecommunications  in-services 

Provide  on-going  technical  assistance  and  generate  statewide  economic 
development  reports  as  requested 

94/95  Link  100  CALED  users  to  ED  >  Net  BBS 

Link  50  Service  Delivery  Areas  and  Private  Industry  Councils  to  the  ED  >  Net 
BBS 

Implement  an  online  interactive  searchable  text  and  database  system 

Create  12  statewide  team  responses  to  business  and  industry  retention, 
expansion  or  formation  needs 

13 
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Link  to  S  state/federal  database  systems 

95/96  Link  100  CALED  users  to  ED  >  Net  BBS 

Link  50  Service  Delivery  Areas  and  Private  Industry  Councils  to  the  ED  >  Net 
BBS 

Create  24  statewide  team  responses  to  business  and  industry  retention, 
expansion  or  formation  needs 

Mr.  Chairman,  thank  you  for  the  opportunity  to  present  this  statement. 
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[Clerk's  note.— The  following  statement  was  submitted  for  the 
record  by  the  Center  for  Health  Technologies,  Inc.:] 


TESTIMONY  OF  EUGENE  H.  MAN,  Ph.D. 

PRESroENT  &  CHIEF  EXECUTIVE  OFFICER 

THE  CENTER  FOR  HEALTH  TECHNOLOGIES,  INC.,  MIAMI,  FL 

HOUSE  APPROPRL\TIONS  COMMFTTEE 

SUBCOMMFTTEE  ON  DEFENSE 


May  6,  1993 

Mr.  Chairman  and  distinguished  members  of  the  Subcommittee,  thank  you  for  the 
opportunity  to  submit  testimony  on  behalf  of  my  colleagues  from  the  Center  for  Health 
Technologies,  Inc.,  a  non-profit  corporation  based  in  Miami,  Florida.   Last  year  you 
identified  CHT  as  a  critical  component  to  the  nation's  defense  conversion  efforts  by 
approving  a  $1  million  grant  for  CHT  in  the  Fiscal  Year  1993  Department  of  Defense 
Appropriations  Act.   The  funds  will  allow  CHT  to  assist  small  companies  transfer  a  portion 
of  their  defense-based  technologies  into  health  applications. 

We  believe  you  were  correct  in  supporting  our  efforts  at  CHT,  as  today  CHT  is 
recognized  by  the  State  of  Florida  as  a  model  defense  reinvestment  program  for  communities 
throughout  the  State  which  are  struggling  with  the  economic  impact  of  the  nation's  defense 
drawdown.   I  was  especially  pleased  to  participate  in  an  event  sponsored  by  the  Florida 
Chamber  of  Commerce,  in  which  I  took  part  in  a  "Defense  Reinvestment"  panel  which 
included  Senator  Bob  Graham,  Congressman  Jim  Bacchus,  Congressman  Earl  Hutto,  and 
Congresswoman  Tillie  Fowler.   On  that  panel,  I  spoke  of  the  critical  role  that  CHT  will  play 
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in  defense  reinvestment  by  providing  a  range  of  services  to  assist  small  companies  transfer 
defense-related  technologies  into  health  applications. 

CHT  has  only  started  a  program  that  has  the  potential  to  make  a  dramatic  impact  on 
the  communities  of  Florida.   Our  vision  is  to  address  both  the  human  impact  of  the  defense 
drawdown  by  assisting  displaced  workers  as  well  as  the  economic  impact  by  assisting  small 
companies  throughout  the  region.   I  am  requesting  your  continued  support  of  CHT's  defense 
conversion  efforts  to  help  us  realize  our  vision  for  the  future. 

THE  CHT  NDSSION 

The  Center  for  Health  Technologies,  Inc.,  (CHT)  is  a  non-profit  corporation  based  in 
South  Florida  which  began  operations  in  late  1990  with  a  start-up  grant  from  the  State  of 
Florida.  The  primary  mission  of  CHT  is  to  facilitate  and  expedite  the  growth  of  new  health 
technologies  companies  through  the  transfer  of  laboratory  developments  into  successful 
biomedical,  biotechnology,  and  health  care  products  and  services.  To  accomplish  its 
mission,  CHT  utilizes  an  Incubator  to  provide  start-up  companies  with  a  broad  range  of 
services  to  assist  them  in  developing  into  self-supporting  health  technology  businesses. 
Currently  there  are  25  small  companies  with  CHT  affiliate  status,  with  other  start-up 
companies  waiting  to  affiliate  with  the  Center.   CHT  expects  more  than  100  companies  to 
pass  through  the  Incubator  over  the  next  8  years. 
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DEFENSE  CONVERSION  PROGRAM 

In  Fiscal  Year  1993  in  the  Defense  Conference  Report  under  Title  IV  -  Defense 
Industry  and  Technology  Base  Programs,  CHT  received  a  $1  million  appropriation  under  the 
Regional  Technology  Alliance  Assistance  Program.   These  funds  were  to  be  used  to  assist 
small  companies  whose  technology-based  businesses  have  depended  on  defense  contract 
support  to  convert  into  health  technologies.    Although  CHT  has  been  in  contact  with  several 
ARPA  staff  persons  seeking  release  of  these  funds,  there  has  been  no  progress  made  in  this 
regard.    Because  small  companies  have  limited  financial  alternatives,  we  request  the  help  of 
this  committee  for  the  release  of  these  funds. 

For  the  purpose  of  this  program,  CHT  formed  a  consortium  with  three  major  Health 
Technology  companies,  Coulter  Corporation,  Baxter  Diagnostics,  Inc.,  and  North  American 
Biologicals,  Inc.   These  companies  are  part  of  CHT's  network  of  regional  corporate  support, 
and  serve  on  CHT's  Board  of  Directors;  all  three  companies  have  had  defense  contract 
experience. 

The  basic  elements  of  the  CHT  partnership  program,  which  will  be  continued  and 
expanded  if  the  requested  funds  for  FY  1994  are  received,  are  as  follows: 

•         provide  assistance  to  selected  small  companies  to  make  the  conversion  of  a 
portion  of  these  defense-based  production  into  a  health  technologies  business. 
This  type  of  conversion  will  involve  restructuring  a  part  of  the  technological 
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base  of  the  company's  research  and  production  capabilities  from  a  defense  to  a 
biotechnology  orientation; 

with  the  assistance  of  its  three  corporate  partners,  CHT  will  select  eligible 
small  companies  based  on  the  following  criteria;  need  ~  impending  loss  of 
some  or  all  of  their  defense  support;  potential  for  conversion  of  a  significant 
portion  of  the  technology  into  biomedical  applications;  and  desire  in  making 
the  suggested  transition; 


•         once  selected,  the  candidate  will  be  integrated  into  the  CHT's  Health 

Technologies  Incubator  as  a  start-up  company,  and  will  be  provided  with  the 
same  services  as  CHT's  25  other  small  company  Affiliates  receive  as  they 
progress  into  commercial  businesses.  CHT's  expertise  and  success  with  its 
health  technologies  incubator  programs  will  be  a  key  factor  in  the  success  of 
the  proposed  defense  conversion  activities; 


• 


• 


in  conjunction  with  its  partners,  CHT  will  continue  to  seek  eligible  small 
companies  to  integrate  into  the  program.   In  addition,  there  will  be  a  program 
designed  to  publicize  the  availability  of  qualified  companies. 

The  consortium  will  organize  a  quarterly  series  of  regional  workshops  to 
publicize  defense  conversion  programs,  and  will  provide  experts  from  the 
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DOD  and  industry  who  will  provide  guidelines  to  companies  on  the  general 
principles  and  implementation  techniques  applicable  to  defense  conversion. 

EXAMPLES  OF  DEFENSE  CONVERSION  EFFORTS 

Mac  Systems  Corporation  (An  affiliate  of  CHT) 

Mac  Systems  is  a  small  Florida  corporation  working  exclusively  with  Department  of 
Defense  (ARPA)  funding  on  anti-submarine  warfare  (ASW)  projects,  competing  with  such 
giants  as  AT&T,  Raytheon,  Lockhead,  BB&N,  and  others.    Mac  Systems  is  highly 
specialized  in  the  integration  of  modem  computer  hardware  and  software  into  prototype 
operational  systems  for  the  U.S.  Navy. 

This  high  technology  application  is  directly  useable  by  medical  and  healthcare 
organizations.    A  conversion  of  Mac  Systems'  skills  and  experience  into  medical  applications 
will  result  in  computerized  medical  imaging  systems  which  will  be  smaller,  less  expensive 
and  technically  superior  to  current  commercial  imaging  equipment,  and  will  thus  make  such 
instrumentation  available  to  small  hospitals,  clinics  or  even  physicians'  offices  which  can  not 
afford  the  high  price  and  maintenance  cost  of  current  medical  imaging  systems. 

Mekanika.  Inc.  (An  affiliate  of  CHT) 

Mekanika,  Inc.,  based  in  Miami,  Florida,  is  an  R&D  intensive  orthopaedic  product 
company  specializing  in  the  development  of  spinal  implants,  and  interoperative  surgical  and 
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diagnostic  instruments.   Mekanika  has  cooperative  research  programs  with  the  University  of 
Miami,  where  it  does  all  of  its  cadaver,  animal  and  clinical  testing. 

Mekanika  has  formed  a  working  partnership  with  Sparta,  Inc. ,  based  in  San  Diego, 
California.   Sparta  is  a  defense  contracting  firm,  and  has  recently  received  an  NSF  SBIR 
Phase  I  award  for  the  development  of  a  composite  material  femoral  bone  plate  for  fractures 
of  the  femur.   This  venture  was  Sparta's  first  defense  conversion  attempt  for  application  of 
their  defense  engineering  technology  into  production  of  a  biomedical  product.   Mekanika  and 
Sparta  are  cooperating  on  the  development  of  a  rigid  composite  implant  for  the  spine, 
combining  Sparta's  defense-based  technology  with  Mekanika' s  biomedical  skills.   The 
combined  companies  require  assistance  from  CHT  to  launch  their  joint  biotechnology  project. 

Coulter  Corporation.  Baxter  Diagnostics.  Inc..  North  American  Biologicals.  Inc. 

CHT  formed  a  consortium  with  three  major  health  technology  companies  with 
significant  defense  conversion  experience.   Recognizing  the  importance  of  CHT's  efforts  to 
promote  the  economic  development  of  the  Health  Technologies  cluster  in  Dade  County,  all 
three  companies  serve  on  CHT's  Board  of  Directors  and  will  serve  as  regional  networks  of 
support. 

Of  particular  importance  to  CHT,  will  be  each  company's  role  in  bringing  skills  and 
expertise  to  the  Incubator  to  train  small  companies.   The  three  large  companies  will  assist 
CHT  through  workshops,  training,  and  technical  assistance. 
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REQUEST  FOR  FEDERAL  PARTNERSHIP 

We  are  grateful  for  this  Subcommittee's  past  support  and  we  are  anxious  to  move 
forward  with  this  project  and  begin  to  expand  the  current  scope  of  the  defense  conversion 
initiative.   I  am  before  you  today  to  request  your  help  to  continue  our  partnership  for  this 
program's  development. 

Mr.  Chairman,  with  the  past  support  of  this  Subcommittee,  we  will  begin  to  complete 
the  initial  phase  of  our  defense  reinvestment  program.   In  an  effort  to  move  forward  with  the 
program,  I  am  requesting  $3  million  for  Fiscal  Year  1994.   I  truly  believe  that  what  we  are 
doing  in  South  Florida  is  extraordinarily  worthy  of  federal  support  and  is  responsive  to  a 
national  need  for  reinvestment  of  valuable  defense  resources  into  critical  health  technologies 
businesses. 

Thank  you  for  your  consideration. 
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[Clerk's  note.— The  following  statement  was  submitted  for  the 
record  by  the  Children's  National  Medical  Center:] 

TESTIMONY  OF 

MR.  DONALD  L.  BROWN, 

PRESIDENT  AND  CEO 

DR.  MARTIN  EICHELBERGER, 

DIRECTOR  OF  TRAUMA  SERVICES 

CHILDREN'S  NATIONAL  MEDICAL  CENTER 

WASHINGTON,  D.C 


PRESENTED  TO 

THE  DEFENSE  APPROPRIATIONS  SUBCOMMITTEE 

U.S.  HOUSE  OF  REPRESENTATIVES 

WASHINGTON,  D.C 

MAY  14,  1993 


We  are  pleased  to  submit  written  testimony  for  the  Record  to  the  House  Defense 
Appropriations  Subcommittee  on  behalf  of  Children's  National  Medical  Center  in 
Washington,  DC. 

We  wish  to  brief  the  members  of  the  Subconmiittee  on  several  important 
initiatives  which  professionals  at  Children's  National  Medical  Center  have  underway 
which  are  of  interest  to  the  Department  of  Defense  including  a  status  report  on  our 
efforts  to  establish  a  National  Child  Protection,  Trauma  and  Research  Center  at 
Children's  Hospital.  This  pilot  program  will  serve  as  a  national  demonstration  model  for 
the  country  by  providing  economical  and  efficient  health  care  delivery  systems  to 
victimized  children  and  their  families.  Key  components  of  the  Center  include  child 
abuse  prevention  and  protection,  trauma  emergency  medical  care,  pediatric  AIDS/HIV 
treatment,  substance  abuse  and  critical  care.  A  key  part  of  the  new  Center  will  be  the 
expansion  of  our  training  and  treatment  programs  in  Pediatric  Emergency  Medical 
Services.  We  seek  your  support  for  a  public-private  partnership  to  complete  the  final 
phases  of  this  important  initiative. 
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Children's  National  Medical  Center  has  had  a  long-standing  relationship  with  the 
Department  of  Defense  through  collaboration  with  Department  of  Defense  facilities  and 
through  the  provision  of  patient  care  services  to  a  large  number  of  military  dependents 
and  the  children  of  DoD  and  civilian  employees.   For  example,  Children's  Hospital  has 
afHliation  agreements  with  Walter  Reed  Army  Medical  Center  and  Bethesda  Naval 
Medical  Center.  Through  these  relationships.  Children's  Hospital  serves  as  a  major 
regionzil  source  of  training  for  military  physicians,  nurses,  technologists,  therapists  and 
other  allied  health  professionals.  Children's  Hospital  serves  a  great  number  of  patients 
whose  parents  work  for  the  Federal  Govenmient.  In  1991,  the  hospital  recorded  a  total 
of  33,620  visits  by  children  of  Federal  employees.   We  conservatively  estimate  that  at 
least  one-quarter  of  these  patient  visits  were  by  military  dependents  and  children  of  DoD 
civilian  employees.   In  FY  1992,  the  hospital  recorded  a  total  of  1,296  visits  by 
CHAMPUS  patients. 

Two  of  the  best  examples  of  our  work  with  the  Department  of  Defense  and  in  the 
interests  of  the  Department's  military  and  civilian  personnel  are  the  emergency  and 
medical  care  to  children  which  Children's  Hospital  provides  to  children  who  are  military 
dependents  referred  by  area  military  treatment  facilities.   Under  the  auspices  of  the 
Department  of  Defense  (DoD)  Civilian  External  Peer  Review  Program  (CEPRP), 
Forensic  Medical  Advisory  Service,  Inc.  (FMAS)  contracted  with  Children's  National 
Medical  Center  (CNMC)  to  develop  quality  assurance  criteria  to  evaluate  the  care  of 
acutely  ill  and  injured  children  treated  in  the  emergency  departments  of  DoD  military 
medical  treatment  facilities  (MTFs).   Over  the  course  of  the  last  several  years,  CNMC 
and  FMAS  conducted  a  pilot  study  under  Contract  Modification  No.  P00012  (MDA 
#903-87-C-0789)  that  involved  the  development  and  application  of  screening  criteria 
designed  to  assess  the  process  and  outcome  of  pediatric  emergency  care  for  head  trauma, 
seizures  (status  epilepticus)  and  respiratory  distress  due  to  upper  airway  obstruction. 

The  purpose  of  the  initial  pilot  study  was  to  evaluate  the  effectiveness  of  the 
screening  criteria  and  application  methodology,  and  to  identify  patterns  of  care  that 
suggested  opportunities  for  improvement.  The  criteria  were  applied  to  a  sample  of  six 
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military  treatment  facilities  in  the  United  States.  The  Department  of  Defense  provides 
care  in  165  military  treatment  facilities  world-wide  to  a  population  estimated  to  be  30% 
pediatric.   The  findings  from  the  study  revealed  specific  aspects  of  pediatric  emergency 
medicial  care  which  would  benefit  from  clinical  and/or  administrative  educational 
programs. 

It  is  increasingly  common  for  pediatric  emergency  care  to  be  provided  in  places 
other  than  traditional  hospital  emergency  departments.  The  pilot  study  findings 
recognized  the  direct  relationship  of  civilian  emergency  medical  service  problems  with 
those  of  military  providers.  The  study  further  noted  the  need  to  determine  aU  the 
locations  where  children  receive  emergency  care,  and  include  those  sources  in  the  review 
process  in  order  to  fully  and  accurately  assess  the  quality  of  pediatric  emergency  care  at 
MTFs. 

Children's  National  Medical  Center  recognizes  the  national  and  regional  need  to 
continue  to  evaluate  current  systems  and  procedures  related  to  emergency  medical  care 
for  children,  and  to  continue  to  develop  quality  assurance  criteria  in  the  civilian  and 
military  sectors.   Ongoing  efforts  geared  to  quality  improvement  will  be  enhanced  by  the 
establishment  of  the  National  Child  Protection,  Trauma  and  Research  Center,  and  can 
make  a  significant  contribution  to  the  care  and  diagnosis  of  civilian  children  as  well  as 
for  military  dependents. 

Each  year,  an  estimated  600,000  children  are  hospitalized  because  of  injuries,  and 
almost  16  million  more  are  treated  in  emergency  departments.   Unless  these  children  are 
taken  directly  to  a  state-of-the-art  pediatric  hospital  or  one  geared  to  pediatric 
emergencies,  the  outcome  of  their  care  and  diagnosis  is  questionable.   Every  day,  some 
of  America's  children  die,  or  remain  in  critical  condition,  because  they  are  taken  to  the 
wrong  hospital,  treated  with  improper  equipment,  given  wrong  dosages  of  medications  or 
not  diagnosed  properly. 
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A  recent  report  on  emergency  medical  services  for  children  issued  by  the  National 
Center  for  Education  in  Maternal  and  Child  Health  concluded,  "The  majority  of  infants, 
children  and  young  adults  who  might  benefit  from  pediatric  critical  care  services  do  not 
receive  them."  The  report,  written  by  many  of  the  nation's  leading  pediatricians, 
emergency  care  doctors  and  nurses,  also  foimd  that  "in  communities  without  access  to 
specialized  pediatric  services  and  EMSC  system  components,  there  is  a  higher  mortality 
rate  for  critically  ill  and  injured  children." 

U.S.  News  &  World  Report,  in  a  feature  story  on  'The  Shame  of  Emergency 
Medicine",  cited  the  fact  that  one  of  the  major  problems  with  current  pediatric 
emergency  medical  care  is  that  many  doctors,  nurses,  paramedics  and  emergency  medical 
technicians  continue  to  treat  children  as  miniature  adults.  In  fact,  children  are  at  greater 
risk  than  adults  of  having  serious  breathing  problems,  are  less  tolerant  of  blood  loss  and 
more  vulnerable  to  head  injury.   With  critically  ill  children,  time  is  of  the  essence.   For 
adults  who  have  Suffered  trauma,  getting  treatment  within  the  "golden  hour"  is  the  rule. 
For  children,  the  most  crucial  time  is  the  "platinum  half-hour".  The  younger  the  child, 
the  smaller  the  margin  of  error. 

Recognizing  and  treating  a  child  in  shock  illustrates  crucial  differences  in 
procedures  and  protocols  between  emergency  pediatric  care  and  adult  care.   Yet,  current 
estimates  indicate  that  only  1  in  5  practicing  pediatricians  know  how  to  perform  some  of 
these  procedures.   During  their  training  after  medical  school,  most  pediatricians  get  little 
instruction  in  emergency  care,  and  most  emergency  care  doctors  have  had  limited 
training  relative  to  treating  children.  Another  key  problem  documented  in  national 
reports  on  emergency  medical  services  is  the  lack  of  proper  equipment,  supplies  and 
medicines  necessary  for  the  resuscitation  of  infants  and  children. 

Through  its  existing  work  with  the  Department  of  Defense,  and  its  long- 
established  track  record  in  trauma  emergency  medical  care.  Children's  National  Medical 
Center  is  well-positioned  to  provide  leadership  nationally  and  regionally  in  developing 
models  for  pediatric  emergency  medical  services.  Children's  first  launched  its 
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commitment  to  comprehensive  care  for  trauma  patients  and  their  famiHes  in  1980.   At 
that  time,  the  Trauma  Center  developed  a  multi-disciplinary,  17  member  team  to  treat 
the  traumatically  injured  child.   As  the  designated  pediatric  trauma  center  for  the 
District  of  Columbia  and  Maryland,  the  Center  admitted  over  1,400  patients. 

Today,  the  Trauma  Department  at  Children's  is  nationally  recognized  for  its 
medical  care  and  educational/training  activities.  It  is  the  regionally  designated  Pediatric 
Trauma  Center  for  the  District  of  Columbia  and  the  surrounding  five-county  region  in 
Maryland.   More  than  1,800  trauma  patients  are  admitted  annually  -  transported  by 
helicopter,  ambulance  or  light  aircraft.   Children's  Hospital  recently  received  a  grant 
from  the  U.S.  Department  of  Health  and  Human  Services  to  develop  an  Emergency 
Medical  Services  for  Children  (EMSC)  National  Resource  Center.  As  one  of  only  two 
centers  in  the  country,  Children's  will  help  each  state's  Emergency  Medical  Service 
mobilize  the  system  of  care  for  acutely  ill  and  injured  children. 

Central  to  the  success  of  the  child  protection,  trauma  and  other  programs  at 
Children's  is  its  "continuum  of  care"  philosophy.  Whereas  most  hospitals  consider 
trauma  care  to  be  synonymous  with  emergency  room  care.  Children's  recognizes  the 
importance  of  treating  patients  and  their  families  in  prehospital,  hospital  and  long-term 
phases  of  rehabilitation. 

Currently,  the  Trauma  Department  maintains  extensive  data  bases  on  patient  care 
throughout  the  continuum  of  care.  Analysis  of  this  data  results  in  verification  of 
treatment  methodologies  and  frequent  publications  in  research  journals.  The  proposed 
National  Child  Protection,  Trauma  and  Research  Center  at  Children's  will  facilitate 
growth  and  advancement  in  these  important  areas. 

Because  the  Trauma  Department  treats  child  victims  of  accidental  and  intentional 
injury,  it  will  be  an  integral  component  of  the  National  Child  Protection,  Trauma  and 
Research  Center.  The  optimal  space  requirements  clearly  exceed  the  Center's  current 
space  allocation.  The  new  facility  will  allow  the  Trauma  team  to  care  for  more  patients 
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in  a  more  efficient  setting,  conduct  more  in-depth  research,  and  take  on  a  more 
aggressive  role  as  a  national  leader  and  teacher  in  pediatric  trauma  care. 

The  proposed  new  Center  will  serve  as  a  national  model  and  resource  for  the 
prevention  of  injury  through  continuing  and  enhancing  its  advocacy  programs,  such  as  the 
"Safe  Kids"  national  campaign  --  the  first  national  effort  to  curb  injuries  in  the  five  major 
risk  areas  ~  motor  vehicles,  drowning,  burns,  falls  and  choking. 

In  recent  years,  we  have  conducted  Pediatric  Emergency  Medical  Training 
Services  for  paramedics  in  the  greater  Washington  metropolitan  area  and  throughout  the 
country.   Children's  Hospital  continues  to  offer  a  training  program  for  paramedical 
instructors  from  every  state  and  U.S.  territory.  This  program  is  the  only  such  training 
program  for  paramedics  in  the  country.  Additionally,  Children's  provides  pediatric 
emergency  training  to  more  than  500  nurses  in  the  mid-Atlantic  region. 

Through  the  services  of  the  new  Center,  Children's  will  be  able  to  expand  its 
current  activities  with  the  Department  of  Defense.  These  activities  will  include: 


* 


Continued  evaluation  of  the  continuum  of  pediatric  emergency 
medical  services  provided  in  military  treatment  facilities. 

Expansion  and  development  of  an  interdisciplinary  training  program 
to  improve  pediatric  emergency  care. 

Community  advocacy  and  outreach  programs  in  child  protection  and 
prevention  of  injury  to  military  dependents  and  their  families. 

Provision  of  clinical  and  training  expertise  to  regional  military 
treatment  facilities. 


i 
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A  number  of  professionals  at  Children's  National  Medical  Center  serve  on 
advisory  boards  and  contribute  to  the  shaping  of  national  policy  through  frequent 
testimony  before  the  Congress,  and  through  active  participation  in  the  national  health 
care  debate.   Some  of  the  advisory  panels  on  which  hospital  personnel  serve  include  the 
Mayor's  Advisory  Board  on  Maternal  and  Infant  Health,  the  Pulmonary  Drugs 
Committee  of  the  Food  and  Drug  Administration,  NIH's  National  Institute  of  Allergy 
and  Infectious  Diseases,  the  Mayor's  Advisory  Board  of  the  National  Study  Center  for 
Trauma  and  Emergency  Medical  Systems,  the  National  Symposium  on  Child 
Victimization  and  the  Mayor's  Committee  on  Child  Abuse  and  Neglect. 

As  Children's  National  Medical  Center  proceeds  with  its  plans  for  the  National 
Child  Protection,  Trauma  and  Research  Center,  it  continues  to  be  supported  by  a  wide 
range  of  endorsements  from  the  local  community.   Private  contributions,  which  will 
finance  60  percent  of  the  Child  Protection  Center  initiative,  totaled  $19,012,321.00  in 
cash  and  pledges  as  of  January,  1993.  Income,  to  date,  totals  $9,163,164.00.  These  funds 
have  been  designated  to  assist  with  the  construction  and  equipping  of  the  components  of 
the  National  Child  Protection,  Trauma  and  Research  Center. 

Children's  National  Medical  Center  is  further  pleased  to  report  that  the  first 
phase  of  construction  and  renovation  for  the  National  Child  Protection,  Trauma  and 
Research  Center  is  underway  with  one  new  floor  intended  to  house  the  Center's  research 
activities  nearing  completion.  The  balance  of  the  Center's  activities  will  be  housed  in  a 
new  east  wing  addition  and  in  renovated  existing  space.  The  Certificate  of  Need  has 
been  approved;  zoning  approvals  have  been  received;  and  initial  construction  documents 
can  be  completed  in  short  order.  Actual  construction  for  phase  two  of  the  initiative 
could  be  underway  within  approximately  sixty  days  if  we  are  able  to  obtain  the  necessary 
remaining  resources.  This  initiative  will,  therefore,  have  an  immediate  economic 
development  benefit. 

Having  come  so  far  in  the  course  of  the  last  three  years  to  make  the  National 
Child  Protection,  Trauma  and  Research  Center  a  reality,  Children's  National  Medical 
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Center  is  at  a  critical  crossroads.   Continued  federal  support  is  required  if  the  hospital  is 
to  complete  the  final  stages  of  construction  of  the  Center,  and  thereby  make  the 
resources  of  the  National  Child  Protection,  Trauma  and  Research  Center  more 
immediately  in  reach  of  the  national  community  we  serve.   In  order  to  do  this,  we  seek  a 
continued  partnership  with  the  federal  government  and  respectfully  ask  your 
consideration  of  funding  support  within  the  FY  1994  Department  of  Defense 
Appropriations  Act  towards  the  remaining  $12  million  of  the  federal  partnership  and 
investment. 

Thank  you  again  for  the  opportunity  to  submit  testimony  to  the  House  Defense 
Appropriations  Subcommittee. 
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[Clerk's  note. — The  following  statement  was  submitted  for  the 
record  by  the  Defenders  of  Wildlife:] 
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INTRODUCTION 

Mr.  Chairman,  my  name  is  William  J.  Snape,  III,  Associate 
Counsel  for  Defenders  of  Wildlife  (Defenders) ,  a  national  non- 
profit conservation  organization,  headquartered  in  Washington, 
D.C.,  with  approximately  80,000  members.  I  appreciate  the 
opportunity  to  testify  today  on  the  Department  of  Defense's  (DOD) 
FY94  appropriations.  My  testimony  will  focus  upon  two  DOD 
programs:  (1)  the  DOD  Legacy  Resource  Management  Program,  which 
seeks  to  determine  how  to  better  integrate  the  conservation  of 
irreplaceable  biological,  cultural,  and  geophysical  resources  with 
the  dynamic  requirements  of  military  missions,  and  (2)  effective 
enforcement  of  the  High  Seas  Driftnet  Fisheries  Enforcement  Act  of 
1992,  which  implements  United  Nations  General  Assembly  Resolution 
46/215. 

LEGACY  RESOURCE  MANAGEMENT  PROGRAM 

Although  wildlife  conservation  on  IX)D  lands  is  authorized  by 
the  Sikes  Act  and  the  Endangered  Species  Act,  the  Legacy  Program 
was  created  by  the  DOD  Appropriations  Act  of  1991  and  is  the 
necessary  and  logical  outgrowth  of  the  Cold  War's  end.  Although 
this  subcommittee  and  Congress  will  be  under  considerable  pressure 
to  trim  or  eliminate  many  DOD  programs  for  FY94,  we  believe  the 
Legacy  Program  is  one  that,  far  from  being  outdated,  will  lead  DOD 
to  sensible  resource  strategies  into  the  next  century.  Thus .  we 
request,  at  the  very  least,  thiat  the  FY94  Legacy  Program  line  item 
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be  appropriated  at  the  FY93  level  of  $50  million. 

A  fundamental  purpose  of  the  Legacy  Program  is  to 
systematically  identify  and  manage  sensitive  or  significant  natural 
resources  on  U.S.  military  lands.  To  this  end,  Congress  has 
directed  DOD  to  not  only  create  a  Biological  Resources  Program 
Development  Task  Force  to  aid  land  managers  in  the  application  of 
ecosystem  management  and  direct  harmful  land  uses  to  the  least 
sensitive  areas,  but  also  involve  other  governmental  and  non- 
governmental entities  with  expertise  in  the  conservation  of 
biological  diversity. 

While  the  focus  of  conserving  the  world's  biodiversity  is 
often  upon  the  lesser  developed  countries  who  sometimes  feel 
compelled  to  overutilize  their  natural  resources  for  economic 
survival,  the  U.S.  too  is  facing  a  extinction  crisis.  Hundreds  of 
lesser-known  species  have  gone  extinct  in  the  past  decade,  and 
thousands  more  are  imperilled,  because  of  unsustainable  or  unwise 
land  use  practices  in  the  United  States.  DOD,  with  its  nearly  25 
million  acres  of  military  land,  possesses  the  potential  to  be  a 
positive  force  for  biodiversity  protection  in  the  U.S.  and  get 
ahead  of  the  extinction  curve. 

The  Legacy  Program  is  especially  critical  now  for  several 
reasons: 
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First,  military  lands  contain  excellent  examples  of  native 


biodiversity  in  certain  ecoregions.  For  example.  Camp  Pendleton,  CA 
has  one  of  the  only  significant  blocks  of  coastal  sage  scrub  in  the 
U.S.  Similarly,  in  Oregon,  where  90  percent  of  the  Columbia  Basin 
region  has  been  converted  to  wheat  fields,  the  Umatilla  Army  depot 
(scheduled  for  decommissioning)  and  the  Boardman  Bombing  range 
contain  the  only  remaining  examples  of  native  habitat  in  the 
region.  The  Legacy  Program  can  and  will  provide  an  overall 
assessment  of  the  natural  and  cultural  values  present  on  these  and 
other  military  lands.  Legacy's  published  list  of  over  400  FY92 
demonstration  projects,  for  instance,  is  replete  with  such 
conservation  assessments.  These  assessments  will  be  crucial  for 
decision  makers  considering  the  inevitable  transfer  or  disposal  of 
military  lands.  They  will  also  ensure  a  degree  of  coordination 
between  the  federal  agencies  as  the  new  Administration  begins  over- 
arching efforts  to  conserve  biodiversity  and  share  modern 
technology  in  the  most  cost-effective  manner. 

Second,  without  adequate  Legacy  funds,  the  military  will  be 
unable  to  participate  in  the  Gap  Analysis  Project  (GAP)  coordinated 
by  the  Fish  and  Wildlife  Service  (FWS)  on  a  state  by  state  basis. 
This  important  national  inventory  of  biodiversity  uses  satellite 
imagery,  as  well  as  data  on  wildlife  species,  land  ownership  and 
management   practices,   'in   order   to   better   prioritize   U.S. 
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conservation  efforts  and  reduce  the  polarization  between  economic 
and  environmental  interests.  Underway  in  22  states,  the  program  has 
over  150  state  and  federal  agency  partners,  thereby  facilitating 
close  cooperation  and  maximum  efficiency.  By  providing  satellite 
imagery,  hardware  and  software,  technical  assistance,  and  direct 
grants  through  the  Legacy  program  and  other  accounts,  DOD  is  a 
vital  player  in  completing  GAP  analysis  for  all  50  states.  GAP 
analysis  will  also  provide  a  context  in  which  to  make  base 
decommissioning  decisions. 

Third,  a  small  amount  of  Legacy  money  is  used  to  fund  the 
National  Watchable  Wildlife  Program,  officially  initiated  in  1990 
between  eight  federal  land  management  agencies,  the  International 
Association  of  Fish  and  Wildlife  Agencies,  and  national 
conservation  groups  including  Defenders.  This  program  is  designed 
to  help  meet  public  demand  for  wildlife  recreation,  to  increase 
public  awareness  of  the  habitat  needs  of  wildlife,  and  to  add  more 
nonconsumptive  users  to  the  base  of  public  support  for  wildlife 
conservation  that  has  traditionally  consisted  of  largely 
consumptive  users.  Legacy  money  is  needed  to  facilitate  full 
participation  in  Watchable  Wildlife  by  DOD,  fund  the  enhancement  of 
viewing  sites,  and  help  support  the  publication  of  the  remaining  38 
state  wildlife  viewing  guides. 

Fourth,  Legacy  also  sponsors  conservation  training  courses  for 
military  personnel.   Without  these  programs,  it  is  impossible  for 
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DOD  to  fulfill  its  promise  to  be  a  leader  in  resource  conservation. 

As  a  complement  to  Legacy  funding,  we  suggest  that  $1  million 
be  appropriated  to  DOD  for  an  Endangered  Species  program  to  advice 
the  military  branches,  and  in  turn  the  FWS.  as  to  how  DOD  can 
coordinate  their  authorities  and  programs  to  assist  in  the 
conservation  of  threatened  and  endangered  species  as  the  Endangered 
Species  Act  reguires  of  each  agency  under  Section  7(a)(1). 


IMPLEMENTING  THE  BAN  ON  LARGE-SCALE  PELAGIC  DRIFTNET  FISHING 

In  a  victory  for  global  marine  biodiversity,  and  international 
natural  resources  law,  the  United  Nations  General  Assembly  in  1991 
unanimously  passed  Resolution  46/215,  which  placed  an  indefinite 
moratorium  on  the  practice  of  large-scale  high-seas  driftnet 
fishing  by  December  31,  1992.  With  the  assistance  of  the  U.S. 
State  Department,  over  150  organizations  and  associations  lobbied 
the  General  Assembly  for  this  resolution.  Known  as  CEGFish 
(Coalition  to  End  Global  Large-scale  Pelagic  Driftnet  Fishing) ,  the 
coalition  was,  and  still  is,  comprised  of  Native  peoples, 
commercial  fishing,  sport  fishing,  animal  welfare,  and  conservation 
groups . 

High-seas  driftnets  are  indiscriminate,  nonselective,  and 
often  called  "walls  of  death".   In  1990,  for  example,  estimates 
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compiled  and  published  by  Japanese  scientists  showed  that  over  40 
million  animals  of  more  than  100  different  species  were  caught  by 
Japan's  North  Pacific  squid  driftnet  fleet  alone.  Included  among 
the  bycatch  were  whales,  dolphins,  porpoises,  seabirds,  sea 
turtles,  sharks,  and  numerous  other  fish. 

Furthermore,  the  U.N. resolution  calls  upon  U.N.  member  states 
to  individually  and  collectively  enforce  compliance  with  the 
moratorium.  In  Fall  1992,  the  President  signed  the  High  Seas 
Driftnet  Fisheries  Enforcement  Act  of  1992  (Driftnet  Enforcement 
Act),  which  effectively  implements  Resolution  46/215.  The  Driftnet 
Enforcement  Act  is  truly  precedent  setting.  It  is  the  first 
environmental  legislation  to  ever  require  mandatory  penalties 
against  countries  that  purposely  violate  the  U.N.  driftnet 
moratorium  by  placing  an  embargo  all  fish,  fish  products,  and  sport 
fishing  equipment  from  any  country  that  does  not  comply  with  the 
United  Nations  resolution.  The  act  will  also  deny  U.S.  port 
privileges  to  any  foreign  driftnet-f ishing  vessel  found  to  high- 
seas  fish  with  large-scale  driftnets  after  1992.  Finally,  the  Act 
gives  the  President  further  discretionary  embargo  authority  under 
the  Fishermen's  Protective  Act  of  1967  (the  so-called  Pelly  Amend 
ment)  and  calls  for  additional  surveillance  of  driftnet  fishing 
activities  in  international  waters. 

Unfortunately,  the  Driftnet  Enforcement  Act  may  receive  early 
application  because  certain  countries  are  not  properly  adhering  to 


950 


the  U.N.  moratorium.  Because  of  driftnet  fishing's  negative  impact 
upon  U.S.  fisheries  and  the  people  dependent  upon  those  fisheries, 
as  well  its  environmentally  devastating  effects  upon  marine 
ecosystems,  it  is  in  the  U.S.  interest  to  do  the  utmost  to  enforce 
the  moratorium  and  seek  measures  that  will  effectively  strengthen 
the  monitoring  and  enforcement  of  46/215,  as  required  by  the 
Driftnets  Enforcement  Act.  Section  202(b)(2)  of  the  U.S.  Driftnet 
Act  explicitly  prescribes  DOD  involvement  in  implementation  and 
enforcement  of  the  moratorium  —  involvement  that  is  sorely  needed. 
See  Cong.Rec.  H11269  (October  4,  1992). 

Last  year,  we  met  with  the  Assistant  Secretary  of  the  Navy  for 
Installations  and  Environment.  We  were  informed  of  operational 
procedures  regarding  comprehensive  surveillance,  boarding  ships, 
reporting  sighting,  processing  of  such  reports,  among  other  items. 
It  was  clear  that  a  comprehensive  monitoring  and  enforcement 
scheme,  while  not  simple,  is  quite  possible.  We  understand,  in 
fact,  that  DOD,  the  Coast  Guard,  and  the  Department  of  Commerce 
(NMFS)  are  presently  finalizing  an  agreement  on  military 
involvement  in  the  implementation  of  the  Driftnet  Enforcement  Act. 
The  military  point  of  contact  for  this  MOU  is  Patricia  Keith  with 
the  Department  of  the  Navy  (301-763-2224). 

We  are  highly  supportive  of  DOD's  efforts,  in  cooperation  with 
other  agencies,  to  establish  a  monitoring  system  which  could  locate 
and  track  vessels  that  continue  to  illegally  driftnet  fish.   Of 
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immediate  note  is  a  underwater  surveillance  system  that  DOD 
believes  can  help  track  driftnetters.  To  implement  this  system,  we 
support  the  DOD  proposal  to  spend  $2  million  from  the  Strategic 
Environmental  Research  and  Development  Project  (SERDP) ,  in 
cooperation  with  the  Department  of  Commerce.  Although  the  details 
of  the  underwater  system  are  classified  to  us,  we  urge  you  to 
contact  Lt.  Marybeth  Chipkevich,  the  official  point  of  contact  for 
the  Space  and  Warfare  Command  (703-602-1021) ,  who  can  arrange  a 
briefing.  In  addition,  we  believe  it  is  appropriate  for  those  that 
have  worked  on  the  driftnet  initiative  in  the  environmental 
community  to  be  given  access  to  this  information,  in  a  manner 
consistent  with  national  security  requirements. 

Also  promising  are  various  satellite  technologies  such  as  the 
Advanced  Very  High  Resolution  Radiometry  (AVHRR)  and  Synthetic 
Aperture  Radar  (SAR) ,  both  of  which  the  National  Aeronautic  and 
Space  Administration  (NASA)  is  working  presently  working  on  with 
the  assistance  of  a  wide  variety  of  public  and  private  sector 
entities;  we  would  like  IX)D  to  actively  participate  in  these 
endeavors.  The  European  Commission,  for  example,  has  already 
proposed  using  spy  satellites  to  track  fishing  vessels  suspected  of 
breaching  quotas  in  EC  waters.  Again,  information  on  U.S. 
satellite  capabilities  is  classified,  and  it  is  highly  likely  that 
we  are  unaware  of  the  potential  DOD  information  systems  that  could 
benefit  efforts  to  track  illegal  driftnet  fishing.  The  point  of 
contact  for  DOD's  information  systems  is  Commander  Wynne  Calland, 
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Office  of  Naval  Intelligence  (703-602-2990) . 

In  order  to  successfully  utilize  the  surveillance  capabilities 
of  POD  as  recmired  by  the  Driftnet  Enforcement  Act.  POD  will  need 
a  total  of  $3  million  in  FY94. 


Thank  you  Mr.  Chairman,  this  concludes  my  testimony. 


*  Sara  Vickerman,  John  Fitzgerald,  Kate  Davies,  Albert  Manville, 
Katherine  Hanly,  Deming  Cowles,  and  Ernest  Miller  all  made 
contributions  to  this  testimony. 
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record  by  the  Electric  Transportation  Coalition:] 
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This  written  statement  is  submitted  by  the  Electric 
Transportation  Coalition  (Coalition) ,  an  organization  of 
municipal  and  investor-owned  electric  utilities,  automobile 
manufacturers,  state  and  local  governments,  and  other  entities 
that  have  joined  together  to  promote  the  greater  use  of 
electricity  as  a  transportation  fuel.   (A  Coalition  membership 
list  is  attached  to  this  statement.)   A  major  objective  of  the 
Coalition  is  to  promote  the  commercialization  and  widespread 
introduction  of  electric  vehicles  (EVs) ,  and  supporting 
infrastructure,  in  the  United  States. 

I.   INTRODUCTION; 


The  use  of  electricity  in  the  transportation  sector  offers 
the  nation  the  benefits  of  reduced  emissions  of  airborne 
pollutants,  particularly  in  urban  areas,  and  decreased  use  of 
petroleum  based  fuels,  thereby  contributing  to  our  national 
energy  security.   In  addition,  the  development  of  electric 
transportation  modes  presents  a  significant  opportunity  to  assert 
technological  leadership  for  the  United  States  in  a  new 
commercial  sector.   This  leadership  can  be  accomplished,  in  part, 
through  the  current  redirection  to  civilian  applications  of 
technical  capabilities  and  technologies  developed  in  defense- 
related  programs. 

II.   POD  INVOLVEMENT  IN  ELECTRIC  VEHICLE  DEVELOPMENT; 

One  important  element  of  the  defense  reinvestment  program  is 
a  $25  million  appropriations  provided  in  the  current  fiscal  year 


955 


defense  budget  (FY  1993)  for  the  development  and 
commercialization  of  electric  vehicles  (EVs)  and  hybrid  electric 
vehicles  (HEVs)  and  associated  infrastructure.   This  program, 
administered  by  the  Advanced  Research  Projects  Agency  (ARPA) ,  is 
to  be  a  fifty-fifty  cost-shared  effort  with  industry  or  other 
non-federal  entities  contributing  at  least  one-half  of  the  cost 
of  a  project.   Proposals  are  to  be  submitted  by  June  11,  1993, 
and  project  selections  will  be  made  before  the  end  of  the  current 
fiscal  year  (September  30,  1993).  In  submitting  proposed 
projects,  the  ARPA  has  encouraged  the  organization  of  regional 
alliances  or  consortia  thereby  combining  the  economic  and 
technical  strengths  of  a  geographic  region  and  better  assuring 
local  commitment  to  the  endeavor. 

It  is  expected  that  numerous  entities  will  organize  regional 
consortia  to  participate  in  the  program. 

This  ARPA-led  activity  is  very  important  to  the  accelerated 
development  of  EVs  and  HEVs;  the  Coalition  supported  the 
initiation  of  this  program  last  year  and  supports  additional 
funding  for  continuation  of  an  ARPA  program  in  fiscal  year  1994 
and  beyond.   The  need  for  these  funds  and  the  amount  and  use  of 
additional  appropriations  to  ARPA  are  the  principal  topics 
addressed  in  this  statement. 

III.   CONGRESSIOWAL  SUPPORT  FOR  ELECTRIC  VEHICLE  DEVELOPMENT t 

The  Congress  has  provided  the  leadership  and  commitment  of 
the  U.S.  government  to  the  development  of  this  new  and  important 
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mode  of  transportation.   Several  different  federally-supported 
initiatives  were  enacted  just  last  year  including  the  following: 

1.  The  Energy  Policy  Act  of  1992  (the  "Act")  authorized 
several  EV  and  HEV  programs  with  total  authorizations 
of  $625.3  million  over  a  ten  year  period.   These 
authorizations  are  provided  for  the  conduct  of:   a  $50 
million/ten  year  EV/HEV  commercial  demonstration 
program;  a  $40  mill  ion/ five  year  infrastiructure 
development  program;  a  $50  million/five  year  state 
government  assistance  program  for  states  to  develop  and 
implement  incentives  for  alternative  fuels  and 
alternative  fuel  vehicles;  a  data  collection  and 
analysis  program  targeted  at  large  metropolitan  areas 
and  directed  toward  all  alternative  fuels,  including 
electricity;  and,  a  $485.3  million/six  year  EV  research 
and  development  program.   In  addition,  the  Act  requires 
the  inclusion  of  alternatively-fueled  vehicles, 
including  electrics,  into  various  public  fleets  over 
the  course  of  the  next  several  years.   Further, 
"providers"  of  alternative  fuels,  including  electric 
utilities,  must  incorporate  alternatively-fueled 
vehicles  into  their  fleets  by  a  date  certain. 

2.  The  fiscal  year  1993  Interior  and  Related  Agencies 
appropriations  measure  (Public  Law  102-381)  provided 
specific  appropriations  for  a  variety  of  research  and 
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development-related  EV  and  HEV  activities.   These 
included  — 

a.  $28.7  million  to  continue  the  multi-year  research 
and  development  program  to  develop  mid-term  and 
longer  term  advanced  batteries;  this  major  R&D 
effort  is  being  conducted  by  the  United  States 
Advanced  Battery  Consortium  (USABC)  which  is 
comprised  of  the  major  U.S.  automobile 
manufacturers,  the  electric  utility  industry, 
several  equipment  manufacturers  and  the  federal 
government ; 

b.  $15  million  to  initiate  a  multi-year  research  and 
development  program  to  develop  hybrid  electric 
vehicle  propulsion  systems;  and, 

c.  $1.2  million  to  continue  the  Site  Operator  Users 
Task  Force  (SOUTF) ,  a  Department  of  Energy 
supported  activity  in  which  non-federal 
participants  cost-share  in  projects  that  are  "test 
beds"  for  EV  and  EV  component  development. 

3.    The  fiscal  year  1993  defense  appropriations  measure 
(Public  Law  102-396) ,  as  described  above,  provided 
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$25  million  in  FY  1993  to  be  administered  by  ARPA  for 
the  development  of  EV  and  EV-related  infrastructure 
demonstration  programs. 

In  addition  to  the  ARPA  program  and  programs  administered 
through  the  Department  of  Energy  to  support  the  USABC  and  other 
on-going  EV-related  research  and  development  activities,  the 
Federal  Transportation  Administration  (FTA)  within  the  Department 
of  Transportation  was  appropriated  $12  million  in  FY  1992  to 
support  EV  development  efforts.   Grants  have  been  awarded  to  four 
consortia:  CALSTART  ($4  million  to  develop  and  exhibit  a  showcase 
EV,  to  demonstrate  and  evaluate  support  facilities  for  EVs,  and 
to  develop  a  prototype  electric  bus) ;  the  Chesapeake  Consortium 
($4  million,  to  demonstrate  and  evaluate  EVs  with  an  advanced 
electric  power  train  and  to  develop  manufacturing  plans  for 
production  of  EVs);  the  New  York  State  Consortium  ($2.3  million 
to  conduct  a  commercial  viability  study  of  EVs  and  to  develop, 
demonstrate  and  evaluate  a  hybrid  electric  bus) ;  and  the  Advanced 
Lead  Acid  Battery  Consortium  ($1.2  million  to  support  a  fast 
charging  research  program  to  develop  battery  charging  hardware) . 

IV.   THE  CLINTON  ADMINISTRATION  FY  1994  BDDGET  REQUEST  FOR  EV 

DEVELOPMENT: 

President  Clinton  has  requested  continued  funding  of  the 
USABC  ($40.7  million),  the  U.S.  Hybrid  Propulsion  Systems 
Development  Program  ($18  million) ,  and  the  Site  Operator  Users 
Task  Force  program  ($1.2  million).   Also,  the  Administration's 
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budget  request  for  FY  1994  includes  $3,736  million  to  initiate 
the  EV  commercial  demonstration  and  infrastructure  development 
programs  authorized  under  the  Energy  Policy  Act.  And  finally,  as 
a  part  of  his  short-term  economic  "stimulus  package",  and  also 
included  in  the  FY  1994  budget  request,  the  President  is  seeking 
additional  funding  for  the  acquisition  of  alternatively-fueled 
vehicles  to  by  acquired  into  the  federal  fleet. 

While  electric  vehicles  are  not  likely  to  be  acquired  for 
use  in  the  federal  fleet  at  this  early  date,  adequate  funding  for 
the  fleet  acquisition  program  is  important  to  build  consumer 
confidence  with  alternatively-fueled  vehicles,  including 
electrics;  and,  it  is  expected  that  EVs  will  be  acquired  at  a 
future  date  when  the  vehicles  are  more  readily  available. 

V.   ELECTRIC  TRAMSPORTATIOW  COALITION >S  BUDGET  RECOMMENDATIONS; 

A.    DEPARTMENT  OF  ENERGY  PROGRAMS: 

In  testimony  before  other  subcommittees  of  the  House 
Appropriations  Committee,  the  Electric  Transportation  Coalition 
has  urged  the  Congress  to  provide  continued  funding  through  the 
Department  of  Energy  for: 

the  U.S.  Advanced  Battery  Consortium; 

•    the  Electric  Hybrid  Propulsion  Systems  Development 
program ;  and 

the  Site  Operators  User  Task  Force  program. 
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Funding  for  these  research  and  development  efforts  are  vitally 
important  to  the  long-term  development  of  consumer-acceptable 
electric  and  hybrid  electric  vehicles.   The  Coalition  fully 
supports  DOE'S  research  and  development  efforts  in  support  of  EVs 
and  HEVs. 

The  government  also  is  encouraged  to  support  a  program  that 
will  ensure  the  early  demonstration  of  a  significant  number  of 
EVs  and  HEVs.   Only  by  adopting  a  program  to  introduce  EVs  to 
consumers  in  the  near  term  can  the  nation  be  Assured  that  the 
benefits  of  this  technology  will  be  fully  realized  as  soon  as 
possible. 

Successful  government  supported  R&D  programs  for  advanced 
batteries  and  other  componentry  ensures  that  range  and 
performance  characteristics  of  these  vehicles  will  permit  the 
eventual  manufacture  of  a  product  that  achieves  the  same  mileage 
and  performance  characteristics  of  today's  gasoline-powered 
vehicles.   The  near  term  challenge,  however,  is  to  prepare  the 
marketplace  for  electric  modes  of  transportation.   It  is  also 
possible  that  unless  efforts  are  taken  now  to  place  a  significant 
number  of  EVs  on  the  nation's  roadways,  we  will  have  lost  the 
opportunity  to  take  advantage  of  the  country's  willingness  to 
test  alternate  forms  of  transportation  and  to  seek  more 
environmentally  acceptable  means  of  transportation. 

Importantly,  a  number  of  states,  including  California,  New 
York,  New  Jersey,  Massachusetts  and  Maine,  have  adopted 
regulations  requiring  that  by  1998  two  percent  of  the  vehicles 
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offered  for  sale  in  those  markets  are  to  be  "zero  emission 
vehicles"  (ZEVs) .   To  date,  only  electric  vehicles  meet  this  ZEV 
requirement.   Other  states  are  also  considering  the  adoption  of 
this  2%  requirement.   However,  there  is  no  requirement  to 
purchase  these  vehicles.   Consequently,  the  regulatory  mandate 
dictates  the  production  of  EVs,  but  does  not  require  the  sale  of 
electric  vehicles  and  does  not  address  the  need  to  prepare 
consumers  to  accept  this  new  technology. 

The  Coalition  urges  this  Subcommittee  to  fund  a 
demonstration  program  directed  at  the  large  scale  testing  of 
these  vehicles  during  the  mid-1990's.   The  Energy  Policy  Act  of 
1992  authorizes  such  a  demonstration  program.   This  program,  if 
adequately  funded  and  aggressively  pursued,  could  prepare  the 
marketplace  for  consumer  acceptance  of  this  new  mode  of 
transportation  by  the  late  1990 's,  when  various  regulatory 
mandates  are  triggered. 

B.    PROPOSED  ADDITIONAL  FUNDING  FOR  ON-GOING  ARPA  PROGRAM: 
The  current  ARPA-funded  EV  program  could  be  easily  expanded 
to  become  a  large-scale  EV  commercial  demonstration  program. 
Such  a  program  could  best  ensure  early  demonstration  of 
available,  road-worthy  EVs  while  also  encouraging  and  funding 
important,  advanced  research  and  development  necessary  to  assure 
that  a  "consumer-desirable"  electric  vehicle  will  be  offered  for 
sale  to  the  general  public  by  the  late  1990's.   The  regional 
consortia  that  are  expected  to  receive  funding  under  the  current 
ARPA  solicitation  could  form  the  nucleus  for  large  scale,  multi- 
year  demonstration  projects  of  EVs  and  HEVs.   Also,  these 
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consortia  could  be  challenged  to  demonstrate  the  infrastructure 
that  will  be  necessary  to  support  EVs  and  HEVs.   This  proposed 
demonstration  program  builds  upon  the  support  for  EV  development 
already  evidenced  by  the  Congress,  as  reflected  in  the  Energy 
Policy  Act  of  1992.   It  also  recognizes  that  available,  but 
scarce,  federal  dollars  are  most  likely  to  be  obtained  from 
budgets  originally  targeted  for  defense  purposes. 

Support  of  this  magnitude  for  EV  development  also  should 
invite  the  consolidation  of  the  various  government  efforts 
directed  at  EVs  and  HEVs  and  better  assure  a  focused  government 
effort  to  address  both  the  research  and  development  programs 
currently  administered  by  the  DOE  and  a  commercialization  program 
to  be  directed  by  the  ARPA. 

Finally,  by  supporting  a  new  industry  in  which  the  United 
States  can  claim  technological  leadership,  these  funds  could 
assist  in  the  creation  of  new  job  opportunities  while  developing 
a  product  that  is  an  environmentally  superior  mode  of 
transportation . 

It  is  recommended  that  $90  million  be  made  available  in  FY 
1994  to  support  as  many  as  ten  demonstration  projects  across  the 
United  States  to  eventually  test  up  to  5000  eligible  EVs  and/or 
HEVs  and  the  infrastructure  necessary  to  support  these  vehicles. 
This  demonstration  program  should  be  conducted  between  1994  - 
1996,  and  should  result  in  a  significant  number  of  EVs  being 
demonstrated  by  selected  entities  by  the  end  of  1996. 
Participating  entities  will  be  responsible  for  the  vehicles  and 
infrastructure  development  that  is  included  in  a  given 
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demonstration.   This  type  of  demonstration  program  can  best 
ensure  that  vehicles  will  not  simply  be  placed  into  the  public 
domain  without  the  infrastructure  support  systems  necessary  to 
assure  the  successful,  convenient  and  safe  operation  of  the 
vehicles.   Further,  the  program  should  be  designed  to  assure  that 
infrastructure  systems  (beyond  those  required  to  support  vehicles 
in  the  demonstration  program)  are  designed  and/or  put  in  place  to 
support  the  much  larger  numbers  of  EVs  that  will  be  required  to 
be  produced  beginning  in  1998. 

The  requirements  for  this  suggested  program  could  be 
governed  by  the  EV  commercial  demonstration  and  infrastructure 
development  programs  already  authorized  in  the  Energy  Policy  Act 
of  1992  (P.L.  102-486). 

Widespread  use  of  electric  vehicles  will  not  occur  unless 
this  type  of  market  preparation,  or  "seeding"  occurs.  RtD 
programs  now  tinderway  do  not  address  the  need  to  develop  these 
markets  and  gain  consumer  acceptance.   With  appropriate  criteria, 
as  set  forth  in  the  Energy  Policy  Act  provisions,  road-worthy  EVs 
—  utilizing  technology  currently  available  —  could  be  used  in 
limited  demonstration  applications. 
VI.   COMCLUBION; 

Before  the  environmental,  energy  security  and  potential 
economic  development  benefits  of  electric  vehicles  can  be  fully 
realized  throughout  the  United  States,  there  must  be  production 
of  road-worthy  EVs;  consumer 'acceptance  of  EVs  as  demonstrated  by 
a  willingness  to  voluntarily  purchase  the  vehicles;  and  creation 
of  the  infrastructure  necessary  to  support  EV  usage.   Continued 
funding  of  on-going  EV  programs  and  implementation  of  the 
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authorities  of  the  Energy  Policy  Act  offer  a  very  important 
opportunity  to  significantly  advance  the  development  of  EVs 
capable  of  meeting  consvuner  demands  and  to  begin  to 
systematically  address  the  many  needs  in  the  development  of 
supporting  infrastructure. 

The  Coalition  looks  forward  to  contributing  to  the  dialogue 
about  how  best  to  design  effective  Federal  EV  incentive  programs 
in  the  days  ahead. 


12 


965 


[Clerk's  note, — The  following  statement  was  submitted  for  the 
record  by  Energy  Partners:] 
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Mr.  Chairman  and  Members  of  the  Subcommittee,  my  name  is  John  Perry  and  I  am 
Chairman  of  the  Board  of  Energy  Partners  of  West  Palm  Beach,  Florida.  This  testimony  is 
to  inform  you  about  Energy  Partners  and  its  work  in  fuel  cell  technology  and  to  request  your 
assistance  in  Enogy  Partners'  efforts  to  move  the  technology  from  the  laboratory  to  practical 
defense  :y>plication  in  a  timely  fashion.   I  am  presenting  this  information  to  the  Defense 
Appropriations  Subcommittee  because  fuel  cell  technology  has  several  important  military 
:q)plications. 

Energy  Partners  is  an  American  research  and  development  company  dedicated  to  the 
development  and  implementation  of  a  clean  energy  system  for  widespread  use,  based  on  a 
device  called  a  fuel  cell.  The  fuel  cell  system  can  be  used  as  a  completely  pollution-free  and 
virtually  noiseless  power  source  for  such  iy)plications  as  automobiles,  naval  vessels, 
locomotive,  household  and  industrial  and  remote  power  supplies. 

1501  Northpoint  Parkway  •  Technology  Center  •  Suite  102  •  West  Palm  Beach,  Florida  33407 
Phone  (407}  688-0500  •  Fax  (407)  688-%10 
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Fuel  cells,  which  first  saw  active  use  as  space-bome  power  sources,  combine 
hydrogen,  one  of  the  most  abundant  elements  on  earth,  with  an  oxidant,  such  as  air  or  ' 
oxygen,  to  generate  direct  current  (DC)  electricity,  emitting  only  pure  water  and  low-grade 
heat  as  by-products  of  the  reaction.  These  electrochemical  "engines"  are  at  least  three  times 
as  efficient  as  internal  combustion  engines  and  release  no  pollutants  into  the  atmosphere. 

In  1989,  Energy  Partners  designed  and  built  a  complete  power  system  incorporating  a 
3  kilowatt  Proton  Exchange  Membrane  (PEM)  fuel  cell  stack  to  power  a  manned  submarine. 
The  PEM  stack  is  a  series  of  connected  cells  yielding  a  desired  voltage  and  current  capacity 
to  form  an  energy  system  "building  block."  Following  successful  demonstration  of  its  fuel 
cell  power  system,  Energy  Partners  was  granted  a  very  broad  fuel  cell  systems  Letter  of 
Patent  in  September  1991. 

Within  my  Perry  organization,  we  have  been  working  with  fuel  cell  technology  for 
about  25  years.   Two  years  ago,  we  decided  to  concentrate  on  the  PEM  technology  and  its 
development.  After  spending  $S  million  in  an  intense  effort,  we  have  what  we  believe  to  be 
the  leading  PEM  technology  in  North  America.   We  have  developed  a  prototype 
manufacturing  facility  for  fuel  cells  and  we  have  delivered  a  revolutionary  S.SkW  fiiel  cell 
stack  to  the  Royal  Australian  Navy.   Currently,  we  are  completing  installation  of  a  fuel  cell 
power  system  rated  at  over  20kW  into  a  lightweight  composite  vehicle.   We  have 
accomplished  all  this  with  an  intense,  dedicated  effort  and  with  only  $200,000  of  federal 
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government  help.  These  accomplishments  exceed  those  of  our  foreign  competitors  in  Canada 
and  Japan  who  have  received  significant  financial  and  technical  support  from  the  United 
States  government. 

What  we  have  specifically  accomplished  is: 

a)  Designed  and  patented  the  only  closed  loop  operating  fuel  cell  system 
design  that  we  are  aware  of  for  transportation  use.   This  is  the 
controlling  patent  for  transportation  applications. 

b)  Designed,  developed,  and  delivered  a  fuel  cell  stack  with  a  plate  size 
providing  the  largest  active  area  available  in  PEM  fuel  cell  technology. 

c)  Carried  out  the  simultaneous  design  of  the  prototype  manufacturing 
facility  while  designing  the  fuel  cell  system,  thus  optimizing  the  fuel 
cell's  manufacturability.  This  represents  the  implementation  of  the 
modem  concept  of  concurrent  engineering. 

d)  We  have  implemented  a  membrane  technology  in  our  PEM  stacks 
which  provides  more  reliability,  less  leakage,  and  more  capability  to 
withstand  cycling  than  any  other  currently  available  membrane. 
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e)        Devtioped  multiple  a^lications  for  PEM  fuel  cell  technologies, 
including  tactical  systems  designs  for  military  iqq>lications. 

Again,  all  of  this  has  been  accomplished  by  Energy  Partners  in  the  United  States, 
using  its  own  funds  and  only  minimal  support  from  the  federal  government. 

PEM  fuel  cell  technology  is  clearly  a  leading  candidate  for  widespread  commercial 
:q>plication.  The  design  of  PEM  fiiel  cells  is  much  simpler  than  phosphoric  acid,  molten 
carbonate,  or  solid  oxide  designs.   Also,  many  of  the  included  materials  are  more  widely 
available  and  much  less  expensive  than  with  the  other  technologies.   Finally,  the  capability  to 
operate  at  low  temperatures  and  pressures  provides  added  measures  of  safety  and  reliability. 

However,  PEM  fiiel  cell  technology  is  far  from  mature.   All  stacks  which  have  been 
delivered  from  any  PEM  fuel  cell  entity  are  experimental  in  nature.  The  technology  needs 
further  development  to  increase  reliability,  performance,  manufacturability,  and  cost. 
Therefore  it  is  essential  that  an  investment  be  made  in  projects  aimed  at  moving  the 
technology  along.  The  national  benefits  to  be  derived  from  the  development  and 
implementation  of  fuel  cell  technology  make  it  appropriate  that  the  federal  government  be  a 
partner  in  that  effort.   No  where  is  this  fact  more  apparent  than  in  the  military. 
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Recognizing  the  problems  and  limitations  inherent  in  internal  combustion  engines  and 
batteries,  the  military  would  do  well  to  take  a  closer  look  at  PEM  fuel  cells  for  its  power  and 
transportation  needs.  The  need  to  provide  uninterrupted  power  for  both  its  fixed  and  mobile 
field  bases  is  of  strategic  importance  to  the  military.  PEM  fuel  cells  offer  the  advantages  of 
low  heat  and  acoustic  signatures  along  with  a  modular  design  that  provides  versatility.  This 
increases  battlefield  survivability  and  allows  systems  to  be  modified  for  fixed  base  or  mobile 
power  generation  units  with  generation  capabilities  in  the  megawatt  range. 

In  terms  of  fuel  efficiency,  fuel  cell  power  plants  have  many  advantages  over 
conventional  forms  of  electrical  power  generation.   Test  units  have  operated  at  efficiency 
levels  significantly  higher  than  conventional  power  sources.   Electrical  efficiency  is  the 
electrical  energy  output  divided  by  the  heating  value  of  the  fuel.   Typical  fossil  fuel  fired 
generating  plants  are  approximately  35-40%  efficient,  and  internal  combustion  engines  are 
{proximately  lS-19%  efficient.  Based  upon  limited  testing  to  date,  the  Energy  Partners' 
PEM  fiiel  cell  is  projected  to  reach  efficiencies  of  up  to  60%  using  hydrogen  as  the  fuel  and 
without  using  the  excess  heat  generated.   Overall  efficiency  of  the  Energy  Partners'  fuel  cell 
power  system  including  cogeneration  is  expected  to  approach  75-80%.   The  higher  efficiency 
of  fuel  cells  would  reduce  the  consumption  of  primary  energy  resources. 

Currently,  U.S.  Navy  vessels  rely  on  bulky,  noisy  and  inefficient  diesel  generators  to 
supply  their  emergency  power  needs.  The  inherent  problem  in  this  is  equally  obvious  for 
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both  surface  and  subsurface  vessels.   The  need  for  stealth  is  the  overriding  concern  and  again 

PEM  fuel  cells  provide  a  unique  and  feasible  answer.   Other  military  applications  include  use 

of  fuel  cells  to  generate  electricity  for  remote  and  back-up  power  to  operate  tactical  radars 

and  air  traffic  control,  to  power  communications  centers  and  for  such  exotic  uses  as 

providing  power  for  electric  trucks  and  even  a  tank.  There  are  many  other  potential  defense 

applications. 

Mr.  Chairman,  it  is  clear  from  the  evidence  we  have  to  date  that  PEM  fuel  cell 
technology  is  the  best  power  source  to  meet  our  demands  for  clean,  low-cost  ,  dependable 
power  in  the  twenty-first  century.   But  as  previously  mentioned,  more  research  and  testing 
needs  to  be  done.   After  investing  my  own  funds,  I  am  financially  unable  to  continue  this 
effort  at  the  same  rate  necessary  to  bring  it  to  viability  in  a  timely  fashion.   I  am  able  to 
provide  funds  for  cost  shared  programs,  but  I  need  the  federal  government  as  a  partner  to 
continue  our  rate  of  success. 

I  have  been  approached  repeatedly  by  Japane^  firms  who  wish  to  obtain  our 
technology.  I  want  the  United  States  to  have  this  technology  and  its  benefits,  and  I  want  the 
United  States  to  be  able  to  sell  the  final  products  overseas;  not  buy  them  overseas.    As 
&iergy  Partners  seeks  federal  grant  support  for  its  work  on  PEM  fuel  cell  technology,  I  ask 
the  Committee  to  look  at  our  proven  capabilities  and  accomplishments,  and  respond 
favorably. 

Thank  you  for  the  opportunity  to  offer  this  testimony. 
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[Clerk's  note. — The  following  statement  was  submitted  for  the 
record  by  the  Advanced  Navigation  and  Positioning  Corporation:] 

TESTIMONY  OF  JOHN  STOLTZ 

President, 

Advanced  Navigation  and  Positioning  Corporation 

Hood  River,  Oregon 


Before  the 

SUBCOMMITTEE  ON  DEFENSE 

COMMITTEE  ON  APPROPRIATIONS 

U.S.  HOUSE  OF  REPRESENTATIVES 


Friday,  May  7,  1993 
(written  submission) 
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Mr.  Chairman,  thank  you  for  this  opportunity  to  offer  outside 
witness  testimony  for  the  record.  My  name  is  John  Stoltz  and  I  am 
the  President  of  Advanced  Navigation  and  Positioning  Corporation 
(ANPC)  of  Hood  River,  Oregon.  ANPC  has  developed  several 
innovative  high  technology  products  to  improve  the  safety  and 
utilization  of  aircraft  in  all-weather  conditions  at  small  airports 
and  heliports.  The  company  is  experienced  in  the  design  and 
development  of  advanced  electronic  systems  for  navigation, 
positioning  and  tactical  avionics,  and  has  designed  and  prototyped 
the  tactical  avionics  for  the  F-22  Advanced  Tactical  Fighter. 

I  am  seeking  the  support  of  the  sxibcommittee  in  appropriating 
$1.75  million  in  funds  within  the  "Research,  Development,  Test  and 
Evaluation  -  Defense  Agencies"  account  to  operate  and  test  an 
Advanced  Landing  System  (ALS) .  This  new  technology,  developed  by 
Advanced  Navigation,  will  provide  a  low  cost,  precision  landing 
system  for  both  fixed  wing  and  helicopter  use.  The  ALS  can  be 
installed  at  any  airport,  field  or  site,  and  uses  existing  avionics 
onboard  IFR  equipped  aircraft  to  generate  navigation  and  control 
signals  necessary  to  guide  a  pilot  to  ILS  Category  1  precision 
approach  minimums. 

This  technology  has  broad  applications  for  both  military  and 
civilian,  general  and  commercial  aviation  use,  and  you  should  be 
aware  that  representatives  of  tfie  Marine  Corps  HMX-1  Squadron  based 
at  Quantico,  VA,  and  technical  special  operation  representatives. 
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as  well  as  a  variety  of  civilian  emergency  medical  and  law 
enforcement  agencies  have  expressed  an  interest  in  this  system. 

As  you  know,  the  Administration  has  placed  a  great  deal  of 
emphasis  on  fostering  dual-use  technologies.  We  believe  that  ALS 
represents  an  exciting  new  technology,  which  can  significantly 
improve  both  specialized  and  general  aviation  operations  and 
safety. 

In  contrast  to  other  ground-based,  precision  approach  aids, 
the  ALS  equipment  is  easily  installed  and  is  not  hindered  by 
irregular  terrain  or  obstructions.  The  equipment  is  designed  to 
take  advantage  of  local  topography.  ALS  is  amenable  to  temporary 
applications  where  a  landing  capability  is  needed  at  a  remote  site 
in  a  short  amount  of  time.  Additionally,  the  system's  software 
package  provides  the  capability  for  tracking  and  control  to  prevent 
runway  incursions  and  support  enhanced  safety  for  approaches  to 
parallel  runways. 

Conference  Report  102-1015,  the  report  accompanying  Public  Law 
102-396,  the  FY  1993  Department  of  Defense  Appropriations  Act, 
provided  $1  million  to  initiate  DoD  evaluation  and  applications  for 
an  ALS.  Currently  this  funding  has  not  been  accessed.  It  is  my 
understanding,  however,  that  the  Advanced  Research  Projects  Agency 
(ARPA)  intends  to  utilize  these  monies  in  thee  near  future  to  test 
and  evaluate  the  ALS  system  based  on  a  preliminary  technical 
appraisal  already  conducted  by  ARPA  evaluators. 
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In  the  FY  1994  Defense  Appropriations  bill,  it  is  our  goal  to 
seek  sufficient  funds  to  complete  the  evaluation  of  this 
technology,  to  leverage  technology  developed  by  DARPA,  refining  the 
system  and  begin  putting  it  to  practical  application.  We  seek 
follow-on  funding  totaling  $1.75  million  to  operate  and  test  a 
prototype  ALS  system;  conduct  joint  and  multi-use  demonstrations 
with  military  as  well  as  civilian  public  safety  representatives 
including  emergency  medical,  law  enforcement  and  disaster  relief 
agencies;  and  evaluate  equipment,  manufacturing  and  production 
issues,  following  on  work  initiated  with  ARPA  and  initially  funded 
in  FY  1993. 

We  are  also  working  with  members  of  the  House  and  Senate  Armed 
Services  Committees  to  secure  an  authorization  for  research, 
development,  test,  and  evaluation  funds  in  the  FY  1994  Defense 
authorization  bill.  Draft  language  has  been  submitted  that  would 
accommodate  the  goals  set  out  in  this  testimony. 

Mr.  Chairman,  I  realize  that  you  face  difficult  resource 
allocation  decisions  among  the  various  competing  needs  within  the 
jurisdiction  of  your  bill.  I  believe  that  the  $1.75  million  being 
sought  for  the  Advanced  Landing  System  in  FY  1994  will  maximize  air 
safety  and  the  efficiency  of  military  and  civilian  fixed  wing  and 
helicopter  operations.  This  is  an  excellent  project  for  the 
application  of  the  dual-use  concept. 

Thank  you  for  this  opportunity  to  submit  testimony. 

#  #  # 
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[Clerk's  note.— The  following  statement  was  submitted  for  the 
record  by  Bryant  College:] 

DR.  WILLIAM  TRUEHEART 

PRESIDENT 

BRYANT  COLLEGE  -  SMITHFIELD,  RHODE  ISLAND 

TESTIMONY  SUBMITTED  TO  THE 
HOUSE  SUBCOMMITTEE  ON  DEFENSE  APPROPRIATIONS 

May  13,  1993 

Mr.  Chainnan  and  Members  of  the  Subcommittee,  thank  you  for  this  opportunity  to 
submit  testimony  for  the  record  on  behalf  of  Bryant  College's  Center  for  International  Business 
and  Economic  Development  (CIBED).  Last  year  this  subcommittee  supported  our  request  for 
$2,000,000  in  initial  funding  for  the  Center  to  assist  defense-related  businesses  in  Rhode  Island 
adjust  to  a  smaller  defense  base  through  our  targeted  worker  retraining  and  export  development 
efforts. 

As  the  nation  addresses  the  economic  conversion  requirements  of  the  post-Cold  War  era, 
the  state  of  Rhode  Island  and  the  Southern  New  England  region  exemplify  both  the  challenges 
and  opportunities  of  the  coming  decade.  These  challenges  will  be  significantly  compounded  as 
the  region,  which  has  long  been  extremely  reliant  upon  defense-related,  high  technology  and 
R&D  employment,  confronts  the  potentially  wrenching  consequences  of  Department  of  Defense 
restructuring.  Throughout  Rhode  Island,  Massachusetts  and  Connecticut,  defense-based 
employers  such  as  General  Dynamics'  Electric  Boat  division,  United  Technologies,  Raytheon, 
and  Textron  face  unprecedented  exposure  to  this  transition/builddown.  It  is  important  to  note 
that  for  each  of  these  major  defense  contractors,  there  are  dozens  of  small  and  medium  sized 
businesses  that  serve  as  secondary  and  tertiary  contractors.  When  coupled  with  recent  severe 
downsizing  within  the  high  technology  sector  -  Digital  Equipment  Corporation,  Data  General 
and  Wang  Laboratories,  to  name  just  a  few  ~  it  is  clear  that  the  Southern  New  England 
corporate  community  and  regional  woric  force  face  a  series  of  challenges  unrivaled  in  recent 
memory. 

Regional  tax  burdens,  property  vahies,  labor  and  energy  costs,  and  regulatory 
environments  place  Southern  New  England  among  the  most  expensive  regions  in  the  nation  in 
terms  of  the  costs  of  operating  a  business.  Prospects  for  recovery,  therefore,  will  be  strongly 
dependent  upon  the  growth  of  "high  value  added*  and  "high  performance"  industrial  and  service 
firms,  which  cannot  succeed  without  maintaining  the  highly  skilled  work  force  and  technological 
infrastructure  available  here. 

Economic  defense  conversion  for  the  Southern  New  England  region,  as  elsewhere,  will 
depend  upon  success  in  four  important  areas. 

1.  Technology  Tranrfer/rnmmercialization:  Choices  need  to  be  made  as  to  the 
appropriate  technologies  upon  which  to  base  future  growth  and  development.  Business 
decisions,  including  those  related  to  technology  transfer  from  the  defense  sector,  will 
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provide  the  cornerstone  for  economic  development.  Success  in  this  arena  will  depend 
upon  creative  public-private  partnerships,  new  levels  of  coordination  with  respect  to 
public  policies  and  industrial  practices,  and  the  creation  of  "common  ground"  for 
constructively  addressing  the  industrial,  commercial  and  educational  challenges  of  the 
coming  decade. 

2.  International  Trade:  Rhode  Island  needs  to  realize  its  export  potential  aitd  increased 
sophistication  with  respect  to  international  trade  issues.  One  of  the  few  encouraging 
aspects  of  the  recent  economic  downturn  has  been  the  increased  attention  by  New 
Englaitd  Arms  to  exploiting  new  markets  for  their  products.  In  Rhode  Island,  for 
example,  exports  have  risen  dramatically  -  65%  in  the  past  five  years  -  due  in  part  to 
the  success  of  innovative  programs  such  as  those  offered  by  the  Rhode  Island  Export 
Assistance  Center  at  Bryant  College. 

This  is  especially  welcome  news,  since  for  every  $50,000  in  new  international  trade  one 
job  may  be  preserved  or  created  within  the  region.  But  much  more  remains  to  be  done 
in  terms  of  increasing  local  Arms'  awareness  and  technical  expertise  with  respect  to 
intematioiud  opportunities,  efficient  identification  and  follow-up  of  trade  leads,  and 
pooling  regional  resources  for  increased  international  visibility  and  market  leverage.  The 
New  &igland  region,  situated  on  the  Atlantic  Rim  with  several  busy  ports  and 
transportation  centers,  is  ideally  positioned  to  exploit  trade  opportunities  in  the  European 
Community  and,  eventually,  throughout  Eastern  Europe. 

3.  .Small  Bu.siness  Development:  The  importance  of  small  businesses  in  job  creation  and 
technological  innovation  is  well  documented.  For  the  past  two  decades,  two-thirds  of  the 
nation's  new  jobs  have  been  created  within  small  firms.  Although  the  attrition  rates  for 
new  enterprises  remain  high,  longitudinal  studies  of  entrepreneurial  behavior  now  suggest 
a  more  encouraging  pattern  of  cumulative  learning  over  multiple  successive  ventures. 
Further  progress  will  depend  upon  increased  understanding  of  the  organizational 
dynamics  of  new  ventures,  new  models  of  entrepreneurship  education,  and  better 
techniques  for  reconciling  the  capital  needs  of  new  firms  with  the  fiduciary  obligations 
of  financial  instimtions  aiid  capital  markets.  Similarly,  much  remains  to  be  done  in  terms 
of  creating  and  nurturing  opportunities  for  minorities  and  women. 

4.  Work  Forcfi  Refraining:  To  compete  effectively  in  the  global  marketplace,  the  fums 
of  the  region  will  need  "high  performance"  workers;  more  flexible  supervisors;  greater 
facility  in  managing  both  industrial  processes  and  information;  and  better  delivery 
systems  for  lifelong  and  continuing  education.  They  will  need  training  programs 
speciAcally  designed  to  engage  and  motivate  displaced  industrial  workers  iuid  to 
accommodate  the  needs  of  an  increasingly  diverse  work  force.  This  will  place  new 
demands  on  the  educational  institutions  of  the  region,  and  require  new  partnerships 
between  the  business  and  educational  communities. 

Bryant  College,  a  130-year-old  independent  college  of  business  administration  in 
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Smithfield.  Rhode  Island,  is  poshicMied  both  educationally  and  geographically  to  take  the  lead 
in  regional  economic  conversion  efforts. 

Since  1973  Bryant  College  has  invested  heavily  of  its  own  resources  to  build  an 
impressive  array  of  "corporate  outreach"  and  professional  education  programs  that,  collectively, 
have  served  as  an  inqwnam  engine  for  regional  economic  development,  particularly  in  the  area 
of  export  promotion. 

Throughout  Southern  New  England.  Bryant  has  earned  a  very  favorable  repuution  not 
only  as  a  fertile  recruitii^  ground  for  highly  qualified  business  professionals  (30.000  alumni  in 
eight  business  disciplines),  but  also  as  a  vahiable  source  of  expertise  and  jmctical  support  in 
small  business  development,  coiporate  training  programs,  executive  and  continuing  professional 
educaticm.  export  and  international  trade  assistance,  and  consulting  and  succession  planning 
services  for  fiunily  businesses. 

Bryant's  faculty  of  138  teacher-scholars  is  a  proven  regional  resource,  sharing  its 
expertise  through  consulting,  research  and  community  service  activities.  The  College's  2.800 
full-time  undergraduates,  currently  drawn  from  31  states  and  34  foreign  countries,  represent  a 
vahiable  talent  pool  for  the  region,  as  do  itt  800  graduate  shidents  within  its  M.B.A  and  M.S. 
in  Taxation  programs.  Over  10,000  people  aannaDy,  representing  some  1,800  Urms  take 
advantage  of  Bryant's  coatfandng  education  programs  and  corporate  outreach  services. 

Through  its  five  corporate  outreach  programs,  extensive  Executive  and  Professional 
Continuing  Education  operations,  and  Part-Time  Soidies  program.  Bryant  has  earned  a 
particularly  strong  repuution  for  service  to  the  corporate  ccnnmunity  and  the  work  force  of 
Southern  New  England.   Among  the  principal  vehicles  for  delivery  of  training  and  corporate 
consultation  services  are: 

•  Center  for  Management  Development  (established  1973) 

•  Rhode  bland  Small  Business  Developmett  Center  (esublished  1982) 

•  Rhode  Island  Export  Assistance  Center  (established  1988) 

•  Worid  Trade  Center  Rhode  Island  (established  1989) 

•  Institute  for  Family  Enterprise  (established  1991) 

The  new  Center  f(M-  International  Business  and  Economic  Development  will  serve  as  the 
organizational  umbrelhi  for  Bryant's  existing  corporate  outreach  activities,  and  provide  a  more 
comprehensive  and  integrated  delivery  system  for  their  client  services. 

The  College  has  \ong  stressed  the  inqwrtance  of  "service  to  the  corporate  community" 
as  a  central  part  of  itt  institutiottal  mission.  Since  the  early  1970's,  this  commitment  Ins  been 
manifest  through  the  College's  corporate  outreach  programs,  which  address  the  training  and 
consuhing  needs  of  the  coiptxaie  leadershq)  and  work  force  of  Southern  New  England.  These 

inchide: 
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A.  Center  for  M^n^gement  Development  (CMP) 

Established  in  1973  as  Bryant's  vehicle  for  flexibly  addressing  the  training  and  continuing 
professional  education-needs  of  the  corporate  community  and  regional  work  force,  the  Center 
has  grown  to  serve  more  than  8,000  individual,  corporate  and  non-profit  clients  annually  in  more 
than  300  programs  on  the  campus,  in  mobile  microcomputer  laboratories  and  at  corporate 
locations  throughout  Southern  New  England. 

B.  Rhode  Island  Small  Business  Development  Center  (RISBDC) 

In  1982  Bryant  College  became  the  nation's  first  private  institution  of  higher  education 
to  operate  a  statewide  Small  Business  Development  Center.  Today,  RISBDC  operates  a  network 
of  six  offices  throughout  the  state  under  funding  from  the  College,  the  federal  Small  Business 
Administration  and  the  Rhode  Island  Department  of  Economic  Development.  The  Small 
Business  Administration  considers  RISBDC  to  be  among  its  flagship  operations,  having  had  a 
positive  impact  on  over  1 ,000  consulting  clients  in  1991-92,  and  having  served  over  3,000  people 
through  its  many  training  programs. 

Of  special  interest,  given  the  increased  importance  of  "defense  conversion"  issues  and 
the  region's  extraordinary  exposure  to  the  effects  of  defense  restructuring,  is  RISBDC 's  recent 
successful  collaboration  with  the  Northern  Rhode  Island  Private  Industry  Council  in  providing 
an  innovative  Entrepreneurial  Training  Program  to  assist,  36  unemployed  technica  wishing  to 
start  and  manage  their  own  businesses.  The  program  reports  a  nearly  90%  success  rate  as 
measured  by  the  number  of  new  enterprises  established  and  job  placements.  Moreover,  this 
service  was  delivered  at  a  per  capita  cost  of  approximately  $4,000,  not  including  the  taxpayers' 
savings  resulting  from  the  removal  of  over  thirty  workers  from  the  unemployment  rolls. 

C.  Rhode  Island  Export  Assistance  Center  fRTF.AC^ 

In  1988,  in  response  to  recommendations  developed  by  a  statewide  task  force,  Bryant 
College  established  the  Rhode  Island  Export  Assistance  Center  to  assist  businesses  aspiring  to 
operate  in  a  global  economy.  In  four  years,  RIEAC's  programs  have  attracted  national 
recognition  for  their  success  in  instructing  business  practitioners,  including  small  businesses,  in 
the  identiflcation  and  pursuit  of  international  market  opportunities. 

As  a  component  of  the  proposed  CIBED,  RIEAC  also  plans  to  develop  "export 
management  teams"  to  help  companies  identify  new  markets  for  their  products  and  to  develop 
international  marketing  strategies.  With  RISBDC.  RIEAC  staff  is  conremplatinp  how  best  to 
assist  companies  in  the  technology  transfer  process,  in  order  to  find  viq^)}y  pivilian  markets  for 
defense-related  companies  and  products.  Resources  are  also  needed  to  support  a  "Faculty-in- 
Residence  Program"  enabling  Bryant  faculty  members  to  spend  a  semester  in  residence  at 
RIEAC  conducting  research  in  international  trade  issues  and/or  designing  curriculum  or  student 
internship  experiences  in  such  areas  as  global  trade,  international  marketing,  and  import-export 
policy. 
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D  World  Trade  Center  Rhode  Island  fWTCRn 

In  1989  Bryant  College  became  the  first  private  institution  of  higher  education  to  operate 
a  World  Trade  Center  franchise.  As  a  member  of  the  World  Trade  Center  Association,  Bryant 
is  part  of  a  network  of  over  185  international  centers  organized  to  provide  trade  services  to  both 
corporate  aixl  small  business  clients.  These  include  an  international  computer  network,  a 
newsletter  of  international  trade  issues  and  reciprocal  services  with  over  400,000  affiliate 
members. 

E.   Institute  for  Family  Enterprise  (IFE) 

Rhode  Island  has  been  called  the  quintessential  family  business  state,  with  an  estimated 
75-85%  of  its  business  entities  under  family  ownership.  These  firms  are  subject  not  only  to 
the  ordinary  pressures  of  corporate  growth  and  survival,  but  to  an  important  overlay  of  family 
dynamics.  This  creates  special  needs  with  respect  to  coping  with  intergenerational  succession 
and  financial  planning,  multigenerational  conflict  resolution,  estate  planning  and  a  host  of  other 
unique  problems. 

Based  upon  this  tradition  of  service  to  the  business  community  of  Southern  New  England, 
Bryant  College  is  establishing  a  unified  Center  for  International  Business  and  Economic 
Development  to  enable  the  College  to  play  an  even  more  central  role  in  the  economic  conversion 
process  within  Rhode  Island  and  the  region. 

The  new  Center  will  bring  together,  physically  and  organizationally,  Bryant's  existing 
corporate  outreach  programs.  This  would  allow  for  greater  intellectual  synergy,  improved 
economies  of  scale  and  shared  client  intake  and  referral  systems. 

The  new  Center  will  dramatically  strengthen  the  linkages  among  Bryant's  traditional 
academic  and  corporate  service  functions  (teaching,  research,  executive  education,  continuing 
and  professional  education,  and  direct  corporate  outreach),  the  numerous  economic  development 
agencies  of  the  region,  and  the  business  and  industrial  community. 

CIBED  will  provide  an  important  regional  focus  for  innovative  public-private  partnerships 
in  education,  training  and  applied  research  in  such  areas  as  regional  economic  development  and 
defense  conversion.  It  will  include  modem,  flexible  facilities  (estimated  45,000  net  assignable 
square  feet)  for: 

co-location  and  expansion  of  Bryant's  existing  corporate  outreach  programs; 

training  and  program  development  for  high  performance  work  force,  improved 

supervisory  skills  and  strategic  management; 

conference  and  seminar  activities  equipped  with  state-of-the-art  presentation 

technologies; 

faculty  and  student  research  offices; 

satellite  library  and  computing  activities; 
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•  accommodations  for  visiting  scholars  and  practitioners; 

•  programs  to  assist  defense  businesses. 

The  Center  for  International  Business  and  Economic  Envelopment  will  be  an  important 
educational  resource  for  the  region,  enabling  Bryant  College  to  build  upon  its  high  quality, 
pragmatic  business  education  programs  at  the  undergraduate  and  graduate  levels,  while  also 
addressing  the  educational  needs  of  the  regional  work  force.  CIBED  will  provide  important 
opportunities  for: 

(1)  internationalizing  the  Bryant  educational  experience  and  increasing  student  and  faculty 
involvement  in  real-world  business  and  economic  issues,  and 

(2)  realizing  the  full  educational  potential  of  Bryant's  corporate  outreach  services  as 
laboratory  settings  for  meaningful  student  internship  and  placement  experiences;  direct 
student  participation  in  research  programs,  data  analysis  and  the  delivery  of  training  and 
consulting  services  in  such  areas  as  export  assistance,  organizational  development, 
management  of  technology,  entrepreneurial  studies,  and  regional  economic  development 
and  business  policy  studies. 

Through  a  combination  of  new  facilities  and  program  support,  CIBED  will  allow  closer 
linkage  between  the  College's  nationally  recognized  corporate  outreach  programs  and  its  primary 
educational  missions:  teaching  and  research.  It  will  also  build  bridges  to  the  corporate 
community,  resulting  in  increased  opportunities  for  direct  student  involvement  aitd  practical 
experience  that  enhance  the  value  of  Bryant  graduates  in  the  marketplace. 

As  a  regional  resource,  CIBED  would  provide  fertile  opportunities  for  demonstration 
projects,  experiments  with  new  training  modalities,  innovative  public-private  partnerships  and 
"common  ground"  for  educators  and  business  leadership  to  address  key  issues  and  policies. 

Bryant  has  organized  a  CIBED  Task  Force  to  defme  more  precisely  the  mechanisms  for 
expanding  student  and  faculty  involvement  with  the  Center  and  its  corporate  outreach  programs. 
The  task  force  will  review  the  facilities  requirements  of  the  Center  and  recommend  appropriate 
models  for  curriculum  development  and  cooperative  research  and  program  development  activities 
with  other  institutions  within  the  region  and  internationally.  Formal  task  force  recommendations 
will  be  delivered  in  the  spring,  but  the  following  modes  of  educational  activity  are  under 
consideration: 

•  CIBED  graduate  assistants 

•  export  assistance  internships 

•  sunmier  institutes  on  technology  transfer,  defense  conversion,  etc. 

•  entrepreneurship  training  ^or  displaced  woricers 

•  senior  seminar  projects  within  small  Arms 

•  work  force  re-training  and  skills  development  programs 

•  basic  management  seminars 
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•  executive  development  programs 

•  management  training  programs  for  technical  professionals 

•  regional  studies  and  economic  forecasting  activities 

•  family  business  programs:  research,  consulting,  seminars 

•  faculty-in-residence  programs  within  corporate  outreach  programs 

•  visiting  scholars  and  lectureship  programs 

•  seed  funding  for  faculty  and  student  research  projects 

•  curriculum  development  grants 

•  traditional  coursework:  undergraduate  and  graduate 

•  student  placements  managing  the  regional  trade  data  network 

•  visiting  practitioners  and  executive-in-residence  programs 

•  nationally  prominent  speakers  and  teleconferencing  programs 

•  residential  programs  for  visiting  scholars  and  dignitaries 

•  small  scale  demonstration  projects  to  develop  case  study  materials 

•  consulting  assistance  to  corporate  and  small  business  communities 

•  customized  training  and  seminars  geared  to  regional  needs 

•  internships  within  regional  economic  development  agencies 

•  faculty  development  programs  for  secondary  school  teachers 

In  many  respects,  the  Center  for  International  Business  and  Economic  Development 
represents  tte  logical  next  chapter  in  the  history  of  Bryant  College  as  a  regional  resource  for 
business  education  and  service  to  the  work  force  and  corporate  community  of  Southern  New 
England.  As  the  region  confronts  the  massive  economic  conversion  challenges  posed  by  the 
defense  restructuring  and  downsizing,  it  will  rely  more  than  ever  on  developing  high 
performance,  lean  production  work  organizations.  These  organizations  will  be  populated  by  a 
more  diverse  and  flexible  work  force,  run  by  a  new  generation  of  technically  sophisticated 
managers  who  are  fully  prepared  to  compete  in  the  global  maricetplace.  The  faculty  and  students 
of  Bryant  College  will  be  important  players  in  that  transition,  and  CEBED  will  be  among  the 
most  important  assets  for  refueling  the  engine  for  regional  economic  development. 

To  advance  our  regional  defense  conversion  efforts  and  to  realize  the  vision  that  Bryant 
College  has  created  for  the  Center  for  International  Business  and  Economic  Development,  Bryant 
is  seeking  a  Federal  contribution  of  $5,000,000  for  fiscal  year  1994.  This  figure  represents  the 
final  portion  of  the  federal  share  of  this  project.  The  total  cost  of  the  facility  is  estimated  to  be 
$12,500,000 

Mr.  Chairman,  the  fiscal  year  1993  grant  to  Bryant  College  of  $2,000,000  is  being  used 
to  support  the  architectural  and  engineering  design  phases  for  the  proposed  new  CIBED  facility, 
to  underwrite  the  continuation  and  expansion  of  its  corporate  outreach  programs,  and  as  seed 
funding  for  new  research  and  training  opportunities  in  the  defense  conversion  area.  Subsequent 
fimding  will  be  utilized  to  construct  and  equip  the  facility  with  the  state-of-the-art  resources  that 
Ihave  outlined  today.   We  thank  you  for  your  support. 
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[Clerk's  note. — The  following  statement  was  submitted  for  the 
record  by  the  American  Society  for  Engineering  Education:] 
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Honorable  John  P.  Murtha 

Chairman,  Defense  Appropriations  Subcommittee 

H-144  The  Capitol 

Washington,  D.C.   20515 

Dear  Mr.  Chairman: 

On  behalf  of  the  Engineering  Deans  Council  of  the 
American  Society  for  Engineering  Education  (ASEE) ,  I  would 
like  to  urge  the  Subcommittee  to  provide  the  Department  of 
Defense  with  its  requested  funding  of  $1,255  billion  for 
basic  research  in  the  Fiscal  Year  1994  budget. 

The  ASEE  Engineering  Deans  Council  represents  the  more 
than  300  colleges  of  engineering  in  the  United  States. 

The  FY  1994  budget  request  for  basic  research  would 
not  only  enable  the  Department  to  sustain  its  existing 
programs,  but  allow  it  to  initiate  two  important  new 
activities:  the  Focused  Research  Initiative,  which  would 
provide  a  new  means  of  fostering  university-industry-DoD 
research  collaborations,  and  a  new  program  of  major 
university  research  equipment  awards.  We  also  support  the 
Department's  graduate  and  post -doctoral  fellowship  programs 
which  are  both  sustaining  the  nation's  technical  workforce, 
and  encouraging  women  and  under-represented  minorities  to 
pursue  engineering  and  science  careers. 


Ez  officio  Directors 


Prank  L.  Babaad 

ASEE  Executive  Director 


In  light  of  these  important  activities,  we 
respectfully  request  that  if  the  Subcommittee  add  projects 
Edward T.siikpairiek  and  programs  to  the  research  budget,  it  seek  to  provide 
wen^.orthin«,tut,.fT.ch«.io«y(R«.,ed^<j<jitional  funding  for  those  activities  rather  than  using 
f,"*'"°rx  .         funding  from  the  base  programs. 

Univereity  of  Waehinitton  *  '^         ^ 

Importance  of  DoD's  Role  in  the  Teeh  Base.  As  the 
nation's  military  structure  shrinks  to  reflect  the  end  of 
the  Cold  War,  it  will  have  an  increasing  reliance  on 
technology.  Technology  provides  the  means  of  responding  to 
a  wide  variety  of  existing  military  threats  around  the 
world,  as  well  as  ensuring  the  ability  to  gear  up 
capability  should  major  conditions  change.  For  that 
reason,  the  Department  of  Defense  has  a  continuing  need  and 
responsibility — both  as  the  federal  government's  greatest 
user  of  technology  and  as  a  major  user  of  engineers  and 
scientists — to  help  sustain  the  nation's  technology  base. 
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This  Includes  the  )cnowledge  and  human  resource  capabilities  of  the 
universities. 

Universities,  particularly  engineering  colleges,  provide  a 
trenendous  resource  of  new  Icnowledge  and  people  important  to 
national  defense.  In  1990,  universities  performed  about  60  percent 
of  DoD's  basic  research.  Engineering  researchers  performed  about 
40  percent  of  that  university  total.  Moreover,  the  Department  of 
Defense  provides  about  45  percent  of  the  federal  government's  basic 
research  funding  that  goes  to  academic  engineering  researchers. 

Engineering  capability  is  vitally  important  for  the 
development  of  defense  technologies;  engineering  provides  the 
translation  of  research  results  into  new  products  and  processes 
that  is  vital  for  both  the  defense  and  civilian  sectors.  For 
example,  university  researchers  at  New  Mexico  State  University 
developed  an  electronic  vision  system  used  by  the  military  to  track 
missiles,  particularly  smart  missiles.  That  research  has  now  been 
adapted  to  cotton  farming,  for  helping  reduce  insect  pests.  In 
order  to  reduce  the  number  of  cotton  borers  without  chemical 
spraying,  farmers  have  used  the  high  speed  vision  system  to 
automatically  sort  male  and  female  insects  in  the  larval  state 
before  they  hatch.  This  allows  large  numbers  of  male  cotton  borers 
to  be  sterilized  before  release,  cutting  down  their  population 
without  pesticides. 

In  another  example,  researchers  at  the  University  of 
California  at  Berkeley  have  developed  a  computational  method  that 
is  fast,  learns  from  examples  and  can  track  multiple  targets. 
Based  on  simulating  the  olfactory  system,  the  approach  is  loeing 
used  to  detect  defects  in  machined  metal  parts  on  a  conveyor  and 
could  one  day  be  used  to  classify  incoming  targets  and  threats  for 
inflight  warning  systems. 

The  Focused  Research  Initiative.  We  are  most  supportive  of 
the  Department's  proposed  new  $30  million  Focused  Research 
Initiative.  The  program  would  bring  together  university,  defense 
and  industry  expertise  in  the  long-term  development  of  technologies 
critical  to  the  Defense  Department.  We  believe  the  program  has 
potential  for  fostering  important  research  collaborations, 
particularly  because  the  sizeable  DoD  financial  commitment  over 
three-to-five  years  would  help  ensure  industry  participation.  We 
urge  the  SuJscommittee  to  support  this  exciting  experimental 
progreuB. 

Major  Bauipmeat  Initiative .  We  are  also  pleased  that  the 
Department  is  planning  to  revitalize  its  program  for  the  purchase 
of  major  equipment  and  instruments  that  are  too  large  to  be 
purchased  as  part  of  a  regular  single  investigator  grant.  As  you 
know,  the  previous  program  was  discontinued  after  Fiscal  Year  1988. 
This  new  $50  million  initiative  will  help  fill  an  Important  gap  in 
university  research  funding. 
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D«f  ■■•  Btud«nt  support  groarw.  Because  U.S.  engineers  can 
begin  well-paid  professional  careers  directly  out  of  college,  they 
often  have  limited  incentives  to  continue  on  in  doctoral  prograns. 
While  it  is  tinclear  if  the  nation  will  face  a  shortage  of  PhD- 
educated  engineers  in  coning  years,  we  know  that  we  will  continue 
to  need  strong  Incentives  to  attract  the  best  U.S.  students  to  our 
programs,  including  women  and  under-represented  minorities.  In 
1991,  U.S.  colleges  of  engineering,  for  the  first  time,  awarded 
more  than  SO  percent  of  their  doctoral  degrees  to  foreign  students 
on  temporary  visas  (previous  percentages  had  Included  foreign 
students  on  both  temporary  and  permanent  visas) .  This  reflects 
both  the  high  international  status  of  U.S.  graduate  engineering 
education,  as  well  as  the  low  number  of  U.S.  candidates. 

Through  its  graduate  fellowship  and  post-doctoral  programs, 
the  Defense  Department  is  providing  the  type  of  support  that  is 
encouraging  the  best  U.S.  students  to  study  engineering  and 
science.  Many  former  fellows,  in  fact,  have  gone  on  to 
distinguished  leadership  careers  in  universities,  the  Department  of 
Defense  and  in  the  Industrial  sector. 

In  addition,  the  fellowships,  and  the  Defense  National  Science 
and  Engineering  Graduate  Fellowship  in  particular,  are  attracting 
women  and  minority  students.  Thirty  percent  of  participants  in  the 
Office  of  Naval  Research  Graduate  Fellowship  program,  for  example, 
are  women.  In  the  National  Defense  Science  and  Engineering 
Graduate  Fellowship  program,  28  percent  of  this  year's  awards  went 
to  women  and  11  percent  to  under-represented  minorities,  all 
highly-qualified  candidates.  Moreover,  the  numbers  of  minority 
students  applying  for  the  program  in  recent  years  has  been  rising. 
We  ask  the  Subcommittee's  continued  support  of  these  programs. 

In  sum,  we  urge  the  Subcommittee's  continued  strong  support  of 
the  Department's  basic  research  programs,  including  support  for  the 
two  new  initiatives  in  research  collaboration  and  major 
instrumentation  and  for  the  graduate  student  and  post-doctoral 
fellowship  programs.  Thank  you  for  your  consideration  of  our 
views. 

Sincerely, 

Earl  H.  Dowell 

Chair,  Public  Policy  Committee 

ASEE  Engineering  Deans  Council 

cc:   EDC  Public  Policy  Committee 

Frank  L.  Huband,  ASEE  Executive  Director 

Ann  Leigh  Speicher,  ASEE  Public  Policy  Manager 
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[Clerk's  note.— The  following  statement  was  submitted  for  the 
record  by  the  Critical  Languages  &  Area  Studies  Consortium,  lnc.:J 

WRITTEN  TESTIMONY  OF 

AMBASSADOR  HARRY  G.  BARNES,  JR.,  EXECUTIVE  IHRECTOR 

CRITICAL  LANGUAGES  &  AREA  STUDIES  CONSORTIUM 

BEFORE  THE 

COMMTITEE  ON  APPROPRIATIONS 

SUBCOMMITTEE  ON  DEFENSE 

MAY  13,  1993 


Mr.  Chaiiman  and  Memben  of  the  Committee.  Thank  you  so  much  for  the 
opfMXtunity  to  present  written  testimony  on  behalf  of  the  Critical  Languages  and  Areas 
Studies  Consortium,  Inc.  (CLASQ,  a  non-profit  consortium  of  public  and  private  schools, 
collies  and  other  educational  institutims  whose  mission  is  to  promote  the  study,  eqiecially 
at  the  secondary  level,  of  critical  languages  and  to  develop  an  understanding  of  the  cultures 
in  which  these  languages  are  spoken.  Critical  languages  are  defined  as  Arabic,  Chinese, 
JqMuiese,  and  Russian. 

CLASC  was  created  in  1989  by  an  institution  of  higher  education  and  two  secondary 
scho(ds  which  for  many  decades  had  emi^iaazed  language  learning  and  study  abroad  as  an 
important  facet  of  the  educational  experience.  The  puipose  of  the  Consortium  was  to 
emphasize  difficult  languages  and  cultures  as  being  increasingly  important  and  to  involve 
other  schools  and  oril^es  in  that  enteiprise.  CLASC  now  has  41  memben  in  16  states  and 
its  programs  encompass  training  of  teachers  and  curricular  development  as  well  as  high 
sdwol  student  focused  activities. 
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Although  CLASC's  first  program  took  place  but  three  years  ago,  it  is  a  millennium  in 
terms  of  the  country's  awareness  of  the  necessity  for  Americans  to  speak  more  than  one 
language  and  "hard"  languages  at  that.  We  believe  that  there  have  been  major  defining 
events  which  have  spoken  to  the  fact  that  Americans  can  no  longer  be  either  competitive  or 
secure  if  they  are  language  limited.   Such  events  include  the  opening  of  Eastern  Europe,  the 
end  of  the  Cold  War  and  the  Persian  Gulf  War.   Thus,  CLASC,  were  it  to  have  been  created 
ten  years  ago,  would  more  than  likely  have  been  seen  as  a  well  intentioned  but  quaint 
exercise  of  academics  focusing  on  exotic  languages  and  cultures.   Today,  there  is  no  one 
ranging  from  the  businessman  or  woman  to  the  members  of  the  military  who  will  not 
acknowledge  the  need  to  be  multi-lingual  as  well  as  to  recognize  the  importance  of  those 
areas  of  the  world  on  which  CLASC  is  focusing. 

The  members  of  CLASC  are  very  appreciative  of  the  funding  which  this  Committee 
has  appropriated.   In  Fiscal  Year  1992,  we  were  awarded  a  grant  in  the  amount  of  $1 
million.  Working  closely  with  the  National  Security  Agency,  these  funds  were  used  to 
provide  high  school  student  instruction  in  Arabic  and  Japanese,  and  teacher  training  in 
Arabic  and  Chinese.   Sub-grants  were  made  to  consortium  members  so  that  students  could 
study  abroad,  language  manuals  be  written,  computer  aided  instructional  software  developed 
and  broad  based  distant  learning  programs  created.   These  are  but  a  few  of  CLASC's 
completed  activities. 
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A  unique  program  still  in  process  is  the  development  of  interactive  computer  software 
for  NSA  which  has  been  field  tested  by  the  advanced  students  in  the  CLASC  Arabic 
Language  and  Culture  Institute.   We  are  gratified  that  NSA  has,  throughout  the  project, 
encouraged  our  efforts  to  meet  mutually  developed  objectives  which  are  closely  related  to 
their  mission. 

In  order  to  continue  and  expand  its  work  in  Fiscal  Year  1993,  CLASC  sought  $5 
million,  largely  to  develop  and  implement  distance  learning  programs.   These  funds  were  to 
be  used  to  provide  instruction  through  both  satellite  and  audio  approaches,  thus  providing 
greater  opportunities  to  reach  larger  numbers  of  students.    A  new  Critical  Language  and 
Area  Studies  Distance  Learning  Center  would  supplement  traditional  approaches  to  learning 
critical  languages  and  becoming  familiar  with  the  related  cultures.  Through  the  further 
development  of  new  technologies,  upgrading  of  language  laboratories  and  various  innovative 
approaches,  the  Center  would  serve  as  a  model  for  other  institutions  throughout  the  country. 
Although  CLASC  received  an  appropriations  of  $2  million  from  the  Appropriations 
Committee,  the  authorizing  committee  established  a  ceiling  of  $1  million  which  will  severely 
restrict  our  efforts  to  more  traditional  activities. 

Mr.  Chairman  and  Committee  Members,  we  have  learned  through  our  initial  NSA 
grant,  that,  given  the  proper  conditions,  high  school  students  can  learn  difficult  languages 
and  develop  a  sense  of  24>preciation  of  the  cultural  nuances  that  these  languages  reflect.  This 
they  can  often  do  on  a  par  with  collie  students.  These  young  people  constitute  a  nucleus  of 
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Americans  who  will  be  able  to  act  effectively  in  a  global  worid  on  behalf  of  this  country, 
whether  they  are  researchers,  teachers,  security  professionals,  translatOTS  or  businessmen  and 
women  opening  new  frontiers. 

We  hope  that  the  committee,  which  has  supported  us  in  the  past,  will  provide  further 
funding  this  year  toward  the  $S  million  needed  to  launch  the  Critical  Languages  and  Areas 
Studies  Center  and  to  promote  related  activities.  In  so  doing,  the  committee  would  enable 
CLASC  to  make  a  major  contribution  to  the  transformation  of  critical  languages  from  their 
present  category  of  'less  commonly"  taught  to  their  needed  place  as  an  int^ral  part  of  the 
educational  system  for  a  globally  oriented  America  able  to  xesponi  to  the  competitive  and 
cooperative  demands  of  our  worid. 

Thank  you. 
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